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BANKING AND INSURANCE 


January 19, 1959 


The House Committee on Banking and Insurance held a joint public hearing 
with the Senate on House Bill No, 29, in Senate Room 408, at 3:00 P. M., 
Vanuary 19, 1959, with Senate Chairman Hagenston and House Chairman Regan 
presiding. Committee members of the House present were: Regan, Schwinden, 
Sheehy, Curry, Holecek, Jardine, Raundal, Rindy, Corcoran, Fjare, Kiff 
and Paulsen, 


Mr, John J. Holmes, Commissioner of Insurance, appeared before the 
Committee and had Mr, Sheehy read a prepared paper on the preparetion of 
House Bill No, 29, (Paper attached). 


Mr. Louis Forsell appeared on behalf of the Attorney General's Office 
and stated all people were represented by his office, Mr. Holmes! Office 
and representatives from credit unions. 


Mr. Clyde Gummow, Assistant Commissioner of Insurance, appeared and 
showed the original work draft prepared by Mr. Williams, and explained they 
had had eleven days of oublic hearings on the preparation of this bill. 


The three persons present who would like amendments or possible changes 
in the bill as now written were: 


Representative Jardine: Questions Section 33, Section 38, and others 


William C; Campbell: Chapter 27, Section 612 — feels this information 
is quite important to the people and is an 
important source of revenue for newspapers 


Henry Loble, Attorney: "Basically we are in favor of this bill and it 
is a necessity. Section 54 — too strenuous for 
some of the smaller companies — most of large 
companies could maintain $400,000 in deposits but 
would be hard for smaller companies to maintain". 


Raundal: Section 202, Line 25 -= Questions tax levied at the rate of 
2% of the gross amount of such premium, 


Otners appearing in favor of the bill: 


R. B. Richardson, Pres, of the Western Life Insurance Company 

Roger Johnson, Office of State Auditor 

Don Burns, Local Agent, Stock Fire Agents' Association 

Leo Graybill, representing State Farm Mutual Co, and other 
small mutuals (representing zroups in what turned out 
to be Chapter 24). 

Senator Thiessen: Question: What is the definition of admitted 
assets? Gummow: any vroperty owned — bonds, stocks, 
investments allowed under code, 

voe McCaffery, Treasure State Life Insurance Company 

William Clark, Treasure State Life Insurance Company 

Georze Sarsfieli, Attormey, Mutual Alliance (Mutual Fire and 
Casualty Companies) 

Thomas Patterson. Counsel. Western Life Tnsurance Tompany 


H. J. Luxan, Board of Fire Underwriters 

John Riskin, Bureau of Casualty Underwriters 

E. D. Patenaude, Stock Fire Agents! Association 

John Vance, Wheat Growers! Mutual 

Bill Rassiter, State Manager, United States Fidelity and Guaranty 
Morris Sanford, Mutual Agents! Association 

Lester Rutledge, representing Mr. Williams 

Harry Jones, Deputy, Insurance Department 


After the hearing and discussion, Chairman Regan asked Representative 
Jardine if he would like to meet with Commissicner Homes and Ass't,. 
Commissioner Gummow who would go over the bill with him in detail, 


Senator Durkee moved the meeting adjourn, Motion seconded by McDonnell 
and carried. The meeting adjourned at 4:35 P.M. 
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January 19, 1959 


A joint meeting of the Insurance Committees from the Senate and House 
was held in Room 408, January 19, at 3:00 F.M. The Chairman of the 
senate Committee, Senator Hagenston, called the meeting to order. Holl 
call was taken and the following were present: 


Senators Hagenston, Thiessen, Groff, Burkee and McDonnell. 
Representatives: Regan, Schwinden, Sheehy, Curry, Holecek, Jardine, 
Raundal, Rindy, Corcoran, Fijare, iff, and Paulsen, 


Also present at the meeting were Joe McCaffery and Bill Clark, representing 
Treasure State Lite pe erigas Company; George Sarsfield - Mutual Alliance; 
m. B. Richardson and T. PF. Fatterson - Western Life, American Life 
Convention and Life Tnsieance Association of America; HE. J. Luxan - 

Roarc o; Fire Underwriters; John Riskin - Eureau or Casualty Underwriters; 
Henry Loble - Reciprocal Insurers; E. D. Patenaude - Stock Fire Agents! 
Association; John Vance - Wheat Growers! Mutual; Bill Rossiter - U.S.F. & G. 
Morris Sanford - Mutual Agents! Associaticn; Don Burns = Stock Fire Agents’ 
Association; John Holmes - Insurance Commissioner; Clyde Gummow - Leputy; 
Harry Jones - Deputy; Roger Johnson - Deputy; Louis Forsell - Asst. 
Attorney General; Leo Grabell - Attorney from Great Falls. 


This was a meeting to discuss and clarify any questions on the part of 
the two conmittees on House Bill No. 29. The Chairman suggested we 
nold an open discussion to @tain informaticn from those who sat in 
cqurins much of the hearings when tne billwas drarted. 


Mr. Yolmes asked Mr. Forsell to read a paper giving a little history of 
Fouse Rill 29 and outlining briefly the procedure whichvas followec in 
its vreparation. He said that Mr. Forsell understood tne code quite 
thercughly and would probabiy be able to answer a lot of quéstions on it. 


Mr. Forsell: The last Legislative Assembly in making this authorization, 
realized the neec of the State of Montana for an effective regulation of 
insurance companies. ‘We are fortunate to have had Mr. Robert ‘iiliams 
compile this code. He is in Seattle at the present, but if we need him 
to clarify any questions anyone might have regarding the cede, we will 
be able to set him out here to assist. Mr. Ciyde Gummow and Mr. Jones 
also understand the technicalities involved and wouid be in a position 

to answer any questions. 


it this point, upon his request, Mr. Forsell was then excused frem the 

mee tins ° 

Me. Cummow submitted a copy of Mr. Williams! work draft to snow how 

much creliminary work went into the insurance code. Ee said Iir. Wiiliams 

is a Montana boy, raised in Boulder, went to school in Helena anc 

gracusted from Montana law scool. He is now in private practice in “eattle, 

is recognized by insurance companies nationally ANG internationally, has 

NOY tec in 7 or 4 states, has deen retained bv the United Nutions to work 
in Central America and uncerstands insurance from the public viewroint 

as well as the insurance viewpoint. <All branches of insurance were 

yerresented at the hearings. Pepresentatives rrem Few York, Cnicaro, 

San Oeansiseo, Lloyds of Loncen and others. This coce was thorowcn i 
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eone over and is believed to »’e the fines= in the Unived States. Tore 


will undoubtedly be changes and amendments to this code but it is our 
recommendation that unless absolutely necessary, that the code be enacted 
as it stands and amended later. 


The Chairman expressed his hope that the members present would clear up 

anv cuestions or doubts they might have now instead of waiting until it 

gests out on the floor. He pointed out that it costs $7,000.00 to print 

this bill and will take three weeks to enroll. The printing company 

is holding the plates:on this bill so the faster we can work, the better 
off we will be. The meeting was then open for questions. 


Senator McDcnnell asked if there were any in the room who were opposed 
to tne Bill. A count was taken and three present were opposed - 
Mr. Jardine, Mr. Lobel and Mr. Cempbell. 


Mr. Jardine: I am opposed to Section 33 which provides the Commissioner 
may enter any agent's office and insvect his books and records. I do 
not believe tnat the commissioner should be able to ¢o over my books 
just because I am a licensed agent. 


Mr. Holmes: That is a little extreme. You have nothing to fear from 
that. I am not entirely in agreement with that myself but it is in 
there. 


+ 


Mr. Jardine: The fact that they are granted the power to co it is my 
objection. 
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“yr, Richardson: I have worked with Mr. Holmes for three years and he 

as never exerted this power. He would have to have tne power to examine 
companies. Ye may have to go into an agent's office but it would only 
be in a situation where the company was invwlved. 


Johnson: Under Section 4011-5, the commissioner cén examine any agency 
of anv company doings business in this state. 


Jardine: Does that Section provide that I would have to pay the 
examination charges? 


Holmes: No. “Ye would bill the company and not the agent for that expense. 


Jardine: Section 38 offers immunity for testifying. I am not so sure 
it can ke done. J do not believe the state can trant that immunity for 
Feceral Courts or courts of other stetes, 


Holmes: Mr. Williams is coming soon. ‘Ve can ask him. However, it is 
in every code in the United States and why leave it out of the Montana 
code. I feel that question should te passed at the present time. 


Lotie: Wwe feel that tne ae ie acovted was fair, but welcome the 
oprortunity to make changes ‘fe are not in favor oF the code. We feel 
tnat Section 54 is a lit fle to strict for some ao the smaller companies 
Most of the larser companies could maintain BLOC OC.CO, §=The smaller 
ones vould nave trourvle. Some co not write very much insurance. They 
have ashed me to state that pHCO,CCO.00 was a Little high. Thav is the 
sole oojection thet I heve. 
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through with no amendments, it would be better. 


Loble: I will ask them to set up an amendment and present it to this 
committee if they want to go further on it. 


Ww. M. Campbell - Montana Press Association: It has eliminated Chapter 
27, Section 612 of the revised codes of 1935. We feel this information 
is quite important to the people and that it has been a good source of 
revenue for the newspapers. We believe that this section should be 

left in the Bill. 


Holmes: Section 40-1326 provides that insurance companies make two 
publications of their annual statement every yéar. One in Helena, and 
one in a newspaper of general circulation in another vart of the state. 
We feel this section would be doing very little if any good for the 
citizens of Montana. It is of very little value. It is a brief synopsis 
of their financial statement - just assets, liabilities, paid up capital, 
if a stock company, and surplus, also the fact that they are licensed 

to do business in the State of Montana. 


Reagan: Do vou think the insurance companies would publish these notices 
on their own? 


Richardson: I doubt it. Some companies do publish their financial 
statement and will probably continue to do so but that is more for 
advertising rather than complying with law. It's up to the individual 
COMPaNVe 


Reagan: Who pays for this? 


Richarison: On zeneral insurance publications, we do. This is something 
the vrinters get most of the money for. We get $6.00 for each publication. 
“Te are not getting any more for them now than we were years ago. Asa 
revenue agent, it isn't very good. 


F 11: Is the tax reduced? Last Legislature increased the tax ffrom 
2 to 24% for 1957 and 1958. 


Gummow: We felt we could do nothing else but put that tax in as 2%. 
Starting January lst, premium tax is 2%. 
Volecek: How much difference would thet make in dollars end cents? 


Gummow: Around 32,000.CO per year. 


Richardson: Tne reason this was put in for two years was that we told 
you two years ago you would see a 10%: increase tecause of more business. 
I nelieve that they have had that much increase «;ithout the increase 

of the extra #4, | 


Cravhell: If we aren't careful, we can lose an insurance code sv an 
arcument between the “ays and Means Committees. It seens to me thet 

the insurance committees should not recome involved in the rate problem. 
If the Vays and Means Committee takes any action, if can co so and 
establich eny rate that will be «dopted by the Lerislature. I hope this 
matter mav be treated 2 : 
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TAlessen: What is the definition of. "Admitted Assets"? 


Gammow: Anv property that they own, stocks and tonds, any investments 
tnat are allowed under the code ~- wnat they revort to the commissioner 
as solid assets are admitted assets. 


Chairman: I would like to cive an opportunity to ell the men representing 
various companies to méle my remarks if they nave any. 


‘m. Clark: I have nothing more to say. We have a good code and we do 
not want to see it amended. Yowever, if it is emended, we wouidc add 
some amendments too. . 


George Sarsfield: We feel the same. 


T. F. Patterson: Nothing to add. ‘Je have worked on this nard for two 
years. It represents companies havinz more than 98% of all the Life 
Insurance business. There are changes we would like te make but support 
this bill in the present form, | 


4. J. Luxan: There are some parts of the code that are nox satisfactory 
to most people, out if the otner companies can rnold ofr amending it now, 
we are wllling to go along with it. It is vital that Heavang acopt a 
modern and complete set of insurance statutes. It represents averv fine 
piece of work. 


Riskin: Itll so alone with wnat Mr. Luxan said. 


Loble: I supports the code in its entirety but there are some changes 
we would like to see made later. 


. 5. Fatenaude: I have noth ing further to offer than what has been 
aid. My association supports the cede as it is. 


Jonn Venee: ‘ea welcome this code with slight revisions. 
Bill Possiter: JI sat in on a number of these hearines. 4n nonest 
endeavor was made by everyone to correct thines in the old code and draw 
ur a Dill that could he presented and put through in the best manner act 
this time and make any changes later. I*t shoulc be supported by everyone. 


Yorris Sanford: I wholeheartedly suprort this bill. 411 of the various 
LAGUSL~YZes aoe supporting it. It is for a much better protection for 
our neople in Montana. 


Ton Burns: ‘ve are all in agreement and would like to see the bill 
Lao} 
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“eger Johnson: I hope the neople see fit to pass the code. It has the 
Visssines cl the depert vert. 

Jones: I have been workin- under the old insurance lews for a number 
ox yerrs anc Feel that tais insurance cocification is lon.: past cue. 
Tais is a step in the cisht airection to have a modern coce. ‘She coor 
however, is onen for snendnents. 
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our full support. You all have rights. We ere not ruling out anyone. 
I would like for Mr, Jardine to meet with Mr. Holmes and Mr. Gummow 

in the Attorney General's office and try to get these points cleared up 
sowe can hold another meeting tomorrow afternoon. 


A motion was made by Senator Durkee and seconded by Senator McDonnell 
to adjourn. Meeting adjourned at 4:35 PM. 
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(BART AND INSURANCE 
oO 1959 


a. the Comittee < on "Banking: ‘and: Tueceines s met vat LOsh5 ry Man ae 
ets "genase 20, 1999, | with twelve nenbers prea oe Rta 


Bee House Bill. Ho. re was @iscussed by’ th Goatees) enlace ee 
“moved HB $29.do pass as presented to Committes without saenducnte.® Sox. 
Kitt seconded motion... (Jardine votes no). After further discussion, — 
“Regan moved Paulson and Kiff withdraw their motions, Motion seconded 
by Curry and carried. Regan moved that the Committee recess until 

- “12330 in order to enable members of the Committee to further discuss 
details in the’ bill with the Ineurence Deperenetin: Motion. seconded 
: by Schwinden and carried. ne. AG 


: - The Comittee reconvened at 2: 30. | panieee moved HB No. 29 
eon ae pass as is, Holecek seconded motion. anne ayes have it. (See 
roll. call for opposed names. ni 


She ot Wo further discussion the necting adjourned. | 
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Was MONTANA'S PROPOSED INSURANCE COD? 
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Imperative need for new code. The 1957 session of the Montera 
Legislature, through enacting House Bill No, 82, introduced by t:. 
House Banking & Insurance Committee, directed the State Auditor = 
Ex Officio Commissioner of Insurance to prepare and submit to .. 

1959 Legislature a Bill providing a modern and adequate insicnx > 
code for Montana. In its review of the need for such 8 code, ihn 
1957 Legislature pointed to the state's expanded economy, and to cu 
accompanying expansion of the insurance business both in volume of 
business and the variety cf forms of insurance protection; to tic 
obsolescenc3: and inadequacy of existing insurance laws of the state; 
to the increased responsibility placed upon state governuen’ ror 
the regulation and supervision of the insurance business in the pub- 
lie interest, as a consequence of a 1944 U. S. Supreme Court decision 
making insurance subject to Federal laws and regulation as interstete 
commerce, and an Act of Congress passed one year later - in 1945 - 
granting to the states the right to continue in the supervision a:d 

2 regulation of the insurance business so long as the joo was adequately 
done. 


In its conclusion the 1957 Legislature declared: "It is impera- 
tive that the insurance laws of this State be studied, revised, sup- 
plemented and recodified into an adequate and consistent whole...." 


Preliminary research. In response to the mandate of the legis- 
lature, Jchn J. Holmes, State Auditor and Ex Officio Commissioner 
of Insurance, undertook the tesk of preparing the new body of insvr. 
ance laws. He first assembled an informal advisory committee, cucu 
prised of a representative cross-section cf persons well acCuainte. 
with various aspects of Montana insurance operations. To henile 
the technical details of research and drafting of the new cove he 
then employed, under contrect, a Montana Law School graduat: nation: - 
ally recognized as an expert in the field cf insvrance legisict:. 
and who has prepared insurance codes for various other states. y 
April, 1957, the research phase of the work was woll under wey. 
exheustive analysis was made of existing hiontana insurance lawe én, 
of court decisions relating thereto; conferences were held in ver- 
ious parts of the state for the purpose of determining facts ara 
proposals as to particular preblems to be met jn tre new code; 
members of the staff of the State Insurance Department and of the 
Attorney General's office contributed information and suggestions 
based upon their practical experience in the administration ani is- 
terpretation of existing insurance laws; persons in tne insurance 
business throughout the state, and some buyers of insurance, edvanced 
proposals for consideration in the preparation of the new law. 


Drafting and public hearings. Actual drafting of the new 
code commenced in August of 1957, and continued, interspersed with 


further conferences, research, and discussion, until April of 1958, 
By that time a complete preliminary draft of the new code had heen 
nrepared and given a preliminary review within the State Insurance 
Department. Thereafter, in order that the provisions of the pro- 
posed code be given a thorough critical review and testing before 
reaching the Legislature, the preliminary draft of the code was 
published in full in June, 1958, and printed copies thereof made 
available to all interested parties. In August, 1958, Commissioner 
of Insurance Holmes conducted a series of public hearings on the 
proposed code. These hearings were held in the House chamber of 
the State Capitol at Helena, were given good advance publicity, and 
were participated in by the Commissioner and his staff, by the At- 
torney General, and by a good representation of Montana, United 
States, and foreign insurance operations, as well as members of the 
public. 


During these public hearings, which lasted for ten days, each 
and avery provision and part of the proposed new insurance code wss 
exposed to criticism and discussion. In addition extensive meuoren - 
da were received by Commissioner Holmes relative to particular as- 
pects of the cede. Through information and discussion thus receive). 
it was possible to make various improvements to the draft of the 
code, to clarify, strengthen, ani make the ccle a mora commicta feo 
exect response to the needs of the state. 


Following the public hearings and furtuer consideration wii) .4 
the Insurance Department, the proposed code was, in October, 195°, 
completed in final form, ready for printing as a Bill for presenta-~ 
ticn to the 1959 Legislature when it convened. 


New code uses organic plan. Montana's proposed new insurance 
code is impressive both in scope and in the substance of its provi- 
sions, its 28 chapters comprise a Bill of 285 printed pages, 
macing up wnat those who are well acquainted with it believe to be 
one of the most complete, adequate, and modern bodies of insurance 
law of any of the states. Its material is organized in accordance 
with an "organic" plan, under which each significant aspect and fact- 
or or the law is given separate expression and an exact, logical 
location in the code. This plan of organization will facilitate th> 
further growth of the law as future need indicates, and ¢natle the 
basic plan of the code to endure throughout the indefinite future. 
It also makes the code easy to use and to find therein the law re- 
lating to particular matters. The code uses short, simply expresse:l 
provisions, and in most particulars, except where use of actuarial 
and other technical terminology is unavoidable, it will be fouad to 
be readily usable and understandable by aon-lawyers. 


Although it is not possible, in a brief review, to tell much 
Jn detail of the substance of the proposed new insurance code, mc. - 
lowing is a very general summary of treatment given by tine new co. 
as to major subjects: 


aes 


(1) General scope and definitions. (Chapter 1) Code covers 


the entire insurance business in the state, with broad, modern de- 
finition of "“instrance", and adequate compliance and penalty re- 
quirements. 


(2) Commissioner of Insurance, general powers and duties. 
(Chapter 2 Creates a state Insurance Department; under supervisita 
of Commissioner of Insurance, which is an ex officio respensibliity 
of the State Auditor, as under existing law. Gives Commission: 
adequate powers for the organization of his staff, and prohibt.- 
the Commissioner or any of his staff from having any conflictin,: 
interests through financial interests in insurance companies or 
Operations except as a policyholder; grants Commissioner pfereral rite: 
making powers consistent with the statutes, and governs his orisl:, 
notices, reports; prescribes frequency and procedures for auditis, 
of all insurance companies doing business in the state; provide; cou- 
plete procedures for hearings before the Commissioner, investigations, 
and appeals to the courts from official actions of the Commissioner; 
has a handy and complete schedule of fees to be charged by the Com- 
missioner for filings, licenses, and various procedures. 


(3) Capital and other general requirements of insurance ¢com- 
panies. (Chapter 3) Materially strengthens and clarifies require- 
ments to be met by insurance companies seeking to do business in 
Montana. .Bars all out-of-state ccmpanies that do not do business 
on a "legal reserve" basis - that is, that do not maintain full 
"iegal" reserves as to all committments, and requires of new insurers 
paid-in capital funds (capital and/or surplus) in amounts ranging 
from $150,000 to $800,000, depending upon the kinds of insurance to 
be transacted and the age of the company. Fronibits admission of 
insurers affiliated, directly or indirectly, with known imprecpe? 
business interests. Provides for taxes on insurance premiums, to 
be paid by the insurers; specifies broad grounds upon which insurcrs 
found to be financially unsound or operating contrary to the public 
interest, may be required to discontinue business in Montane; an! 
requires that Montana insurance risks be handleji largely thronugt. 
licensed insurance agents resident in Montana. 


(4) Definitions of "kinds" of insurances. (Chapter 4+) Heri 

ing the out-moded and more limited definitions found in existing av. 
the new code has broad, comprehensive definitions of the basic "icin. i" 
of insurance, such as "life", "disability" (accident and health), 
"property", "casualty", "surety", "marine", end "title" insurances, 
These definitions encompass the entire field of insurance and deter - 
mine the particular requirements of the code which are applicable to 
a particular insurer. They also are designed, in connection with 
other code provisions, to enable insurers to provide broai, economi- 
cal, efficient insurance coverages which may encompass several "kinds 
of insurance. 


tt 


(5) Insurance accounting and reserves. (Chapter 5) The pro- 
posed new code is outstandingly complete and adequate in this area, 
with comprehensive provisions according to which insurers of all 
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kinds shall determine their assets and liabilities, and shall c»..- 
pute and maintain their "legal" reserves. These provisions enforcs 
and support modern insurance accounting principles and practices 
for full policyholder protection. 


| (6) Insurance investments. (Chapter 6) Prescribes wirt t ¢ 
funds of domestic (Montana) insurance companies may be investcd is, 
and requires reasonable diversification of the investment pcrtfo.io. 
Makes eligible for investment various public and corporate bonis, 
seasoned corporate stocks, savings and loan shares and accounts, 
certain securities of foreign governments, principally Canadian, 
real estate mortgages, and real estate in limited amounts and for 
limited purposes. Expressly outlawed are investments in the stock - 
of the insurance company, or loans to the insurer's directors, of- 
ficers or controlling stockholders, or, without the Commissioner's 
consent, in any other business owned or controlled by the insurer 
or its officers or directors. These provisions are designea to give 
the insurance companies reasonable latitude in the making of invest- 
ments, but with basic limitations, requirements, and prohibitions 
which experience has shown to be desirable in this and other states. 


(7) Insurance representatives qualifications end lice'.sing. 
(Chapter 8) The new code will bring to Montana for the first time 
detailed provisions governing the qualifications and Knowledge of 
basic insurance matters of persons who would be licensed as insur- 
ance agents and solicitors. In addition to expressing standards as 
to age, residence, reputation and trustworthiness, the new code 
would require that most new applicants for license as an insurance 
representative take and pass a written examination given by the 
Commissioner of Insurance. This examination would test the epoii- 
cant's knowledge and understanding of the fundamentals of the [rir’: 
of insurance he proposes to handle, and his knowledge of the loys 
by which his activities are governed. The code provides also fr" 
the issuance of temporary licenses under cer“‘ain circumstan es, ~. 
for the regulation and licensing of insurance vending machines suri. 
as are found at airports. For the first time, likewise, the new 
code provides qualifications and licensing of independent insuran:: 
adjusters. 


(8) Transactions with uneuthorized insurers. (Chapter 9) In 
addition to the Montana insurance written by insurance companies 
regularly licensed end "authorized" to transact insurance in the ; 
state, a growing volume of Montana insurance business is being places 
with unlicensed and "unauthorized" insurers. The new code ceals with 
three distinct aspects of transactions with "unauthorized" insurers: 


(a) Jurisdiction over "mail-order" insurance. By including 
the provisions of the so-called “unauthorized insurers process act" 
which has now been adopted by mest other states, Montana's new in- 
surance code makes Montana courts available to Montana resicents who 
buy insurance via the mails from unauthorized insurance companies 
and thereafter seek to litigate questions arising under the cover- 
age. Under these provisions such a policyholder may serve his 
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complaint upon Montana's Commissioner of Insurance, and thereby se- 
cure legal service of process on the insurer. This law has hereto- 
fore been held constitutional by the U. S. Supreme Court. 


(b) The "surplus Line" market. Where a Montana resident, ef- 


ter efforts to do so, cannot secure desired insurance coverage frou 
among "authorized" insurers, he may place the coverage (commonly 
called a “surplus line") with any insurer elsewhere willing to 
assume the risk, by using a Montana resident and licensed "surplus 
line agent". Although the existing law has some provisions relatives 
to such surplus line transactions, the new code has clarified and 
supplemented these provisions wherever desirable, and provides new 
and important safeguards to policyholders as to the financial sta- 
bility of the insurance company used and as to disclosure of the 
insurance coverage. 


(c) Tax on independently procured coverages. In Montana, «- 


well as in other states, important insurance coverages of provert 
and business or industrial risks are being placed by the pclicsyno ou 
ers direct with unauthorized insurers, and not making use of surbpiius 
line or other supervised or taxed channels. In order to assure tht 
state revenues will not suffer through the continued growth of this 
direct, independent insurance market, the new code provides for a 
premium tax to be paid by the policyholder. This tax is at the 

same rate as is paid on premiums collected by other insurers, and 

is to be deducted by the policyholder from the premium payable to 
the unauthorized insurer, and remitted by the policyholder to the 
state, within 30 days after the insurance has been placed or re- 
newed. The tax does not apply to life or accident and health in- 
surances. A similar tax is now being considered by other states. 


(9) Monopolistic and other trade practices, and frauds. (Chap- 
ter 10) Through the new insurance code Montana will be one of 


the many states to enact a comprehensive hody of provisions directed 
at monopolistic and unfair methods of competition in the insurance 
business. Covered are boycott, coercion, intimidation, defamation, 
misrepresentation, false financial statements, deceptive advertis- 
ing, unfair discrimination, rebating, use of stock and other in- 
proper inducements to the purchase of insurance, interlocking man- 
agement, fictitious grouping of risks to secure favorable rates, ans 
other practices. Although some of these practices are prohibits. 
under existing statutes, the new code greatly enlarges tne scorn: én 
effectiveness of this part of the law. 
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(10) Rates for fire, casualty, and surety insurances. (C1: 


ter 11) In this area the new code has adoptea the existinzs lev, 
enacted several years ago, but has reorganized and clarificd tr: 
existing law for better presentation and easier reference anc us: 
Tne new code also adds several provisions to facilitate the so- 
called "rating" laws. 


oo; 


(11) Insurance contracts. in general. (Chapter 12) The nev 
code will make outstanding contributions to Montana law with respe.t 
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to contracting for insurance, the general contents of such contracts, 
ana consequences incident to such contracts in general, Althen,' 
existing Montana law (sections 40-101 through 40-1005) contein: 
numerous provisions relative to insurance contracts of various 
kinds, provisions enacted many years ago and apparently cominz t:° 
Montana via the Civil Law of Spain and other Furopean countries ¢: 
a time when the insurance business was relatively young and unr * 
lated, it has been found that most of these existing provisicns - | 
either obsolete, inimical to the interests of policyholders, or .'- 
necessary or inconsistent in view of modern insurance supervisior 
and practices. Many of these old provisions have therefore lec.i 
omitted from the new code, or have in this chapter been revisec, 
supplemented, and combined to meet modern needs. 


in addition, this chapter brings new provisions to Montana 
governing insurance contracts by minors; requiring most insvrance 
policy forms be filed with the Commissioner in advance of use, and 
be disapproved by him if found to be unlawful, ambiguous, or decep- 
tive; governing legal "construction" of policies, in general; govern- 
ing insurance "binders"; providing for payment of life insurance 
benefits direct to minors in certain cases, to save the time and 
expense of guardianship proceedings; requiring insurers to furnish 
proofs of loss, and providing exemption from creditors, under cer- 
tain circumstances, of proceeds of life, accident and heaj.th: insur~ 
ance, and annuity contracts. 


(12) Contents and conditions of Jife and cisability insuran > 
policies. In chapters 13 through 17 the new code brings many in- 
portant "firsts" to Montana. Although the existing law has some of 
the provisions dealing with individual life insurance policies, Ui« 
new code for the first time in Montana law contains standard re- 
quirements and conditions for "industrial" life policies, annuit> 
contracts, group life insurance, individual accident and keeit) 7) 
surance policies, group and blanket disability insurances polict — 
and in the rapidly expanding field of credit life and dise yd l]it. 
insurance - that is, insurance written in connection large’: "i... 
small loan transactions. These chapters make use of "standarc." 
law, as found generally througnout the nation, but with full ro ls: 
iZation. | 


(13) Contents, conditions of property. casualty, suroty int: -- 
ance contracts. Three short chapters, 13 through 20, of the new 
ccue preserve existing law as to property, casualty, and surety in- 
surence contracts, including also the so-called "valued policy law" 


as to fire insurance policies. 


(14) Domestic insurers, organization and corporate procedures. 


(Chapter 22) The new code makes many and important new contribu- 
tions to Montana law in its extensive provisions governing the foru- 
ation and corporate operations of Montana stock and mutual insurance 
companies. Although Mentana already has a well-designed body of 
statutes governing business corporations in general, these statutzs 
do not touch upon some subjects of concern to insurence cerporation 
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organization or management, or do not apply standards sufficiently 
strict for the protection of policyholders. The new code, through 
this chapter, makes up for these lacks. Covered are procedures foi: 
organization of stock and mutual insurance companies of all kinds; 
provisions relating to the corporate rights and liabilities of mutus!l 
insurer policyholders; provisicns governing the handling of insur- 
ance company funds, management and exclusive agency contraccs, msain- 
tenance of the home office, assets, and records in this state, pay- 
ment of dividends, acquisition of surplus funds through loans, acqni- 
sition of necessary funds in event the company becomes impaired. I':- 
pecially interesting are provision governing mergers and consoliis- 
tions of insurers, either direct or through bulk reinsurance, thic's:h 
procedures in which the interests of policyholders are well protacte!l. 


(15) Farm mutual insurance companies. (Chapter 23) wrnicus 


has an active ana growing group of domestic farm mutual irs wance 
companies. Some of these companies operate within a single coun’, 
and others serve a wider area, There are two separate bodies 0: 
statutes governing these insurers in the present LaWe:. 20 Ue tease 
code these statutes have been consolidated into a unified body of 
law, while at the same time strengthening the financial requireme::: 
of such insurers and granting power to insure city residential pro- 
perty of members who have substantial insurance on farm property 
with the same insurer. The new law provides for "county" mutuals - 
those insuring farm property within the confines of one county ani 
those adjacent - and "state" mutuals, those insuring farm property 
located anywhere in the state. The chapter adds many new, desirable, 
anc clarifving provisions in order to provide Montana's home-grown, 
grass rocts farm insurance companies with an adequate and progres- 
sive body of statutes. 


(16) Continuation of existing benevolent associations. (Chan- 


ter 24) In the past a number of local "benevolent" associations 
were formed in various Montana communities to provide limitzd death 
benefits to members on the basis of dues, assessments, or contribu- 
tions. While the plans according to which these associations are 
formed and operate do not lend themselves well to the development 
of large volumes of business, they have operated with some success 
Witnin their field and perform a service desired by their momber> 
The new code continues the existing law as to the existin BE300 53 
tions, with minor reorganization and clarification of provisi~: 

while prohibiting the formation of new associations. 


eciprocal insurance exchanges, Chapter ¢) Pabrare es 2) 
(17) Reeip nie hang (Ch ot 25) fii 


there are "reciprocal insurance exchanges" licensel end os2re’ti ts 
tensively in Montana, Montana has not, up to this time, i.ad any .. - 
tutes specifically governing this newest of insurer organization 
types. The new code meets this need in a complete and effective 
manner. By the definition of “insurer", it subjects recinrocric vu 
all the provisions of the code applicable to insurers in general, 

and has special provisions where distinctive treatment must be giv ii 
reciprocals because of their unique plan of organization. In this 
chapter 25, the mew code has a modern body of statutes soverning 
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the internal affairs of such insurers, directed here, as elsewne™: 
throughout the code, toward the protection of policyholders. 


(18) Rehabilitation and liquidation of impaired insure’s. 


though with improved laws and supervision insurers will seicom > 
found in financial difficulties, when such a condition does ari.» 
it is essential that the laws provide swift, effective, and ecoror . 
ical procedures in order that the insurer may be "rehabilitated" end 
restored to active operation if possible; and if rehabilitation is 
not possible, that the insurer's assets be made available to its 
creditors with smallest possible diminution as a result of liquice- 
tion procedures. Chapter 26 of the new insurance code is designed 
to fulfill these objectives. It is made up of provisions from the 
so-called "uniform insurers liquidation act", which was developed 
by the American Bar Association and the National Association of 
Insurance Commissioners during the 1930's, and which has been en- 
acted by most other states, supplemented with additional provisions 
needed to provide complete and definite procedures. In this de- 
partment the new Montana insurance code will be second to none in 
the nation. 


(19) Trusteed assets of alien insurers. (Chapter 27) Al- 
though Montana is the "port of entry" of one alien insurer at present 
(an "alien" insurer is one formed under the laws of a foreign country) 
which maintains a necessary deposit of assets in this state, the 
existing law makes no provision relative to such deposits. ‘The rew 
ecde has complete provisions governing such deposits and the terms 
under which to be held or released. 


(20) New fraternal code. As with the insurance business in 
general, the past forty years have witnessed deep and significen* 
changes in the objectives and practices of the life and discbilzic: 
insurance activities of fraternal benefit societies. Recogrizin,, 
that existing fraternal benefit laws were no longer adequate or ajn- 
propriate, the National Association of Insurance Commissioners ar.. 
the National Fraternal Congress several years ago undertook én in- 
tensive study leading to the development of a new fraternal benef: . 
society "model code" of regulatory statutes. This model code was 
completed and officially approved in 1955, has since been enacted 
by a number of states and is now under consideration by at least a 
half dozen other legislatures. It will in time completely replace 
the existing but obsolete laws governing fraternal benefit societic. 
This new "fraternal code" is presented in the new Montana insuranc:: 
code as chapter 28. 


(21) Economy and efficiency in administration. In the prepere- 


tion of the new insurance code special attention has been given to 
removal of needless "red tape", making provisions self-explcnatory 
as far as possible to avoid correspondence, and simplification cf 
procedures. These factors will not only aid compliance by thos2 
governed by the code, but will also facilitate administration. 
Good examples of this aspect of the new code are found in licens- 
ing provisions for insurers and insurance representatives. 526 
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insurance companies of different types are now licensed to do buci- 
ness in Montana. Under existing law a new "certificate of authorit;" 
must be issued to each of these insurers each year; under the ncw 
code an original certificate of authority is issued to each insurer, 
and the same certificate remains in force indefinitely, as long as 
the insurer is entitled thereto and pays its annual fees and tazes 

as required. Similarly, at present the Insurance Department must 
issue approximately 13,172 licenses each year to the approximatciy 
3,757 licensed insurance agents; under the new code the Insurance 
Department will in most cases issue but one original license to eccch 
agent, and the same license will continue in force indefinitely, as 
long as the agent is entitled thereto and the Department reccives the 
annual renewal fee therefor. Through devices such as the "vontinuous 
license form" much clerical work is saved for the state and all 
procedures expedited. 


This Summary Prepared By 


THE INSURANCE DEPARTMENT 
State of Montana 


December - 1958 


GENTLEMEN OF THE JOINT COMMITTEE: 
As Commissioner of Insurance, I welcome this opportunity to appear before you 


in support of House Bill No. 29 which, if adopted by the Thirty-Sixth Legislative 


Assenbly, would provide our State with a modern and adequate code of insurance ams 7 


_ second in quality to the insurance code of t no other state. 


~The Bill was prepared under the ‘supervision of the Tnéurance Department pursuant 


to the mandate of the 1957 Legislative Assembly. The revision and recodi fication of 


the insurance. laws of the several states has been made necessary by reason not only 


of the tremendous growth and changing concepts of insurance but by reason of certain 


‘developments at the Federal level which have posed a threat to state regulation of 


insurance in states not having adecuate state insurance laws. These factors were 
carefully reviewed by the 1957 Legislative Assembly wth result that Veviciation 
authorizing the preparation of a new insurance code for Montana was adopted without i 
a dissenting vote - either the House of Representatives or the Senate. — 7 
House Bill 29 Has been oe two years in development and I would like to outline ~ 
briefly for you the procedure which was followed in its ‘Preparst ion: Because of ine | 
highly technical nature and comprehensive character of the subject matter, the menbers 


of the insurance committees of the Thirty=-Fifth Legislative Assembly recommended the | 


‘employment of Mr. Robert Williams, an insurance law expert of Seattle, to make the 


“necessary studies and perform the legislative drafting function. Mr. Williams has 


performed ka the task of insurance law revision in a number of states and in at 

BeeeY two foreign countries and has achieved national recognition for the excellence — 
of his work in this field. No state insurance re prepared with Mr. Williams? 
assistance has failed of passage and it is the sincere hope of the Insurance Department 
of thie State that the proposed Mentana Insurance Code will receive like eonsiderstion. 
After intensive on=tne=—ground enUSEENES Eon of Montana 's insurance experience under 


sueskctat ine law and a thorouzh=going analysis ie thease laws made for the purpose of » 


ascertaining their “inadequacy and deficiencies, a opetiniaals draft of a proposed 


new insurance code was ; written. Copies of the preliminary draft were distributed 


‘throughout the insurance industry and to interested members of the general public 
for review and study. In August of this year, two weeks oe paslse hearings on the a ats 
| preliminery < draft were held at ‘Helena. ‘These hearings were conducted. by Bia, 2 
| Insurance-Departnent with Mrs Williams assisting and we , attended by representatives 


of the Montana insurance industry ond, of course, Gorse tative of our Attorney — 


Gaerne Incidentally, the Insurance Department has sought the mOOT consultation 


» and advice of the Attorney General at all stages of the preparation of the proposed re 


Code end it is my sincere belief that the Code has been written with the ‘Protection : 
and we iter .of the people of Montana uppermost in mind. | : 
- The hearings to which I have referred were of great interest and pf wish that 


all of you could have attended. The comments and recommendations of interested and 


affected individuals and groups were received and given careful study and considere~ 


tion by the Department. In many instances, conflicting interests were manifest and 
compromises had 6 becadovted: You can readily understand that the proposed” Code | 
cannot be all things to all peoples Undoubtedly, some dissatisfaction with. varticular ; 
provisions may be expressed to ou during the course of your legislative consideration — 


of this measure. I feel very sure, ponevers that che: proposed Code is a sound one and. 


will prove , satisfactory and effective in its Sverelt dimensions. It would be the hone 
of the Department that individuals and Brurs who may have some objection to specific 


; provisions would forebear at this time to facilitate legislative consideration of 


this measure. am, during the period from January 1, 1960, when the Bill, if eee fs 


becomes effective, and the next legislative session, it is found that changes are 


| desirable, those changes can be given consideration ty the ‘Thirty-Seventh legislative : 


Assembly. It would be regrettable, indeed, if because of controversies involving | 
isolated provisions, the Code in its gabipety woud fail of passage during this 


Session. — | ce 


ens 


‘The moneys “appropriated for the purpose of financing the preparation. of this 


ct aan 
Te 


Bill, amounting to mum the sum of Twenty-Five Thousand Dollars, have been. carefully 
husbanded end z am pleased to Eepone to you that a substantial Dae of that. sum, 


- 7 enounting ¢ to more ‘than 1 Five Thousend Dollars, hes not been expended. ocmecmmcem 


We are gratified with these ‘economies; however, you may be 


es thet economies were ) not, effected at any sacrifice a quality. It is the ae 


Department's view that House Bill 29 would provide Montana with the best and nost 


modern insurance code which would be obtainable at any price. — 


SENATE COMMITTES ON 


INSURAI CS 


The Senate Committee on Insurance met in Room 402, Tuesday, 
February 17, 1959 at 1:15 P. M. The following committee members 
were present: Chairman Hazgenston, Thiessen, Groff, Durkee, Smith 
and McDonnell. There being a quorum present, the meeting was 
called to order by Chairman Hasenston. 


House Bill No. 29 was reviewed by the Chairman. Chairman 
Hazenston related that if this Committee wished the author of the 
Bili, Mr. Williams, to come and meet with them, he would be available 
Thursday or Friday of this week. Otherwise he was toins to Florida 
and would not be available this Session. considerable discussion 
followed. 


Senator McDonnell suggested that the Chairman appoint a sub- 
committee to meet with the House Committee and have an understanding 
with them resarding an effective date of this bill. Dates surgested 
were December 31, 1960 or January 15, 1961. The Bill would not de 
in force or effect until that time but would be incorporated in the 
LAWS eo 


ant iil be amended to take the 
"Grandfather Clause” out and pass for an effective date of Lecenmber 
31, 1960 or January 15, 1961. 


Senator Durkee surcsested that this bi ry 


Senator Hagenston advised that the Committee must be sure that 
the dove-tail tax amendment be incorporated in this bill. 


¥ 


Considerable discussion followed recardins the many amendments 
wnich would be submitted and what consideraticn the Jommittee mizht 
eive these amendments. 


The question was brouzht up azain about wnether or not i:r. 
Tililiams would be called upon to come to Helena to review this 
bill with Committee on Insurance. It was decided to wait until 
two years from now. 


Chairman Kacenston asked if there were any other alternative 
methods oF procedure to be suzsested. 


It was decided to have the Uhairman pick two members oi this 
committee to take the matter vp witn a House Suo-Scmmittee. The 
“wo members appointed by Chairman Hazenston were Senator Durkee 


acd Senator sic00nnel., 


Senator Groff moved the meetins adjourn. Seconded py Senator 
inzDonnell. <Garried. Tne senate Jommittee on Tnsurance ad“ourned 
ah thor. NM 
ow a Our + @ -@ 


Sah Ata COMMITTSs Oi 
IE SURANCE 
The Senate Zommittee on Insurance met in Room 319, Tuesday, 


February 24, 1959 at 10:15 A. i. The following committee members 
were present: Chairman Hagenston, Thiessen, Xuane, Groff, Durkee, 


and McDonnell. There being a quorum present, the meeting was called 


to order by Chairman Hagenston,. 


The Sub-committee was asked for their report. Senator Durkee 
advised that they met with the House Committee on Insurance and 
have asreed that this Committee would strip all amendments and inser= 
the amendment that the effective date of this law would be March l, 
1961. Chairman Hagenston asked for a discussion on this report. 


Senator Ruane stated he had read this bill not th Loroushly by any 
meanse He read it two times and confessed that he doesn't know what 
it contains due to the lenzth. With all due respect to the sub- 
committee report and the Senate Committee on Insurance and the House 
Committee on Insurance, he does not believe that any one does under- 
stand it. Many questions will come up and many different answers. 
Benator nkuane stated he was very much concerned putting somethings on 
the State Yooks which we don's understand. Ue stated he ‘vould not 
23 sup on the Senate floor and talk on this bill. There are many 
rood features to this bill and many bad features. Sincerely question 
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the rdvisipilitc vy of placin: a lav on the doolks when we dont s understand 


she DiLlL. "I ecantt reconcile thinking that that is sound." "I was 
told that “r. Holmes could answer any questions. I went down to s: 
hir. and he suztvested havine a tun of coffee. i feel he knows more 

isc 


shan we do, bus wouldtnt like to cet in a question and answer di 


Senator Groff stated: "Frani:ly, 2 will state here anc now - if 

I read this Bill, I wouldn't know and understand it. ‘then the Bill 
“was. drawn up, a hearings was heid and the Producers and Local dAzents 
were in attendance. They all felt with their study of the Bill, that 
it was a creat improvement over what we have now. They seemed te 
Ssel that the amendment succested by the Sub-Committee was a zood 

: They endorsed it wholeheartedly if there are any Slaws, there 
me to clean them cut. The insurance companies objected to many 
individually. They were not in favor of the entire bill. ach 
very one stated they would zo alone with the bill in order to 
it on the books. However, i: amendments were inserted by other 
ies, they would all make amendments." 
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Senator Durkee stated he had lunch with Attorney Pev and ir. Frew 
stad he would co alone with the amendment as suctrested by the oul- 
mit mre dillians continually puts out tre same type Oa Oldies 
@ introduced in Arkansas and one being drawn to be in-+ 

Florida at the present time. 


essen s 
cused. 


ated he had to leave to attend ancther meetin: 


Senator Durkee moved that the Senate Jommittee on Insurance 
reject all House Amendments. Senator McDonnell seconded the motion. 
oenator Ruane voted no. varried. 


Senator Durkee moved to amend House Bill 29 by inserting a 
new section, beins Section 674, reading as follows: ‘Sffective 
date of this act shall be March 1, 1961. McDonnell seconded the 
motion. Senator tuane voted no. Uarried, 


Senator Durkee moved to amend the Title in last line following 
the word herewith by striking the period and quotation marks and 
inserting ie lieu thereof a period and the words "PROVIDIUG FOR AN 
ae PucTIVie DATE." Seconded by Senator ticdonnell. Ruane voted no. 
Carried. 

Senator Groff moved tha 
as amended. Senator iiclonne 
noe Uarried. 


* House Sill No. 29 be concurred in 
ll seconded the motion. Ruane voted 


penator Ruane stated under "“uestion"™ the aaa 
ar2 so many provisions in this bill which ara not und 
anvone that i cannot reconcile to OuUL 1c On cur stacu 2 
Gomething which is not understocd snould not de vassed av: 
whe effective date is two years hence." 
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Senator nuane further stateld ne did not wish t 
minority report, however, would not talk on the bili on 
7 rors 


Sanator Durkee moved the meatinc be adjourned. Seconded by 
Senator Groff. Carried. 


The Senate Committee meatinz on Insurance adjourned at 1032.0 


re ania debate Pes 
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CHAPTER 285 


Duty to enforce. 


Penalties. 


Savings clause. 


Repealing clause. 


Effective 
immediately, 
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ments thereto, shall be filed in the office of the board 
and in the office of the secretary of state. Rules and 
regulations shall be published by the board in a con- 
venient form and made easily available to all vessel 
operators. 


Section 17. It shall be the duty of the sheriffs of the 
various counties in state, and game wardens, or any 
peace officer in the State of Montana to enforce the sec- 
tions of this law. 


Section 18. Penalty. Violations of any section of this 
act shall be a misdemeanor and be punishable by fine of 
not less than ten dollars ($10.00) or more than five hun- 
dred dollars ($500.00) or by imprisonment up to thirty 
(30) days, or by both such fine and imprisonment. 


Section 19. Savings clause. If any competent court 
shall find any section or sections of ihis act to be un- 
constitutional or otherwise invalid, such finding shall 
not affect the validity of all remaining sections of this 
act which ean be given effect. 


Section 20. Sections 94-35-266, 94-35-267 and 94-35- 
268 of the Revised Codes of Montana, 1947, and any acts 


or parts of acts in conflict herewith are hereby repealed. 


Section 21. This act shall be effective from and after 
the date of its passage and approval. 


Approved March 18, 1959. 
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CHAPTER 286 


An Aet to Provide a Comprehensive Revision, Consoli- 
dation and Classification of the Laws of the State of 
Montana Relating to Insurance and to the Insurance 
Business; Regulating the Incorporation, Formation, 
and Affairs of Domestic Insurance Companies, So- 
cieties, and Associations, and the Admission of For- 
eign and Alien Insurance Companies, Societies, and 
Associations; Providing for Their Rights, Powers and 
Immunities, and to Prescribe the Conditions on Which 
Insurance Companies, Societies, and Associations Or- 
ganized, Existing, or Authorized Under This Act May 
Exercise Their Powers; Providing for the Rights, 
Powers, and Immunities and to Preseribe the Condi- 
tions on Which Other Persons, Firms, Corporations, 
and Associations Engaged in or Affected by an Insur- 
ance Business May Exercise Their Powers; Providing 
for Service of Process on Unauthorized Insurers and 
the Conditions for Defense of Actions Brought Against 
Them in This State; Providing for Certain Powers, 
Rights, Obligations, Immunities, and Consequences as 
to Insurees and Other Persons Relative to Insurance 
Contracts and Annuity Contracts and Matters Arising 
From Such Contracts; Providing for the Imposition 
of Licenses, Fees, and Taxes, and for the Disposition 
Thereof; Providing for the Departmental Supervision 
and Regulation of the Insurance Business Within or 
Relative to This State; Providing Penalties for the 
Violation of This Act; Providing for an Effective Date 
of This Act; Repealing the Following Sections of the 
Revised Codes of Montana, 1947: Section 25-101; Sec- 
tions 40-101 through 40-105; Seetions 40-201 through 
40-218; Seetions 40-301 through 40-323; Sections 40- 
401 through 40-415; Sections 40-501 through 40-517; 
Section 40-601; through 40-609; Sections 40-701 
Through 40-706; Section 40-801; Sections 40-901 
Through 40-905; Sections 40-1001 Through 40-1005; 
Sections 40-1101 Through 40-1118 ; Section 40-1204 ; Sec- 
tion 40-1301; Section 40-1302 as Amended by Section 1, 
Chapter 224, Laws of Montana, 1957; Seetions 40-1303 
Through 40-1333; Seetions 40-1401 Through 40-1441; 
Sections 40-1501 Through 40-1517; Sections 40-1601 
Through 40-1625; Sections 40-1701, 40-1702; Sections 
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CHAPTER 286 


Title. 


“Insurance” 
defined. 


“Insurer” 


defined. 


“Person” 
defined. 


Definitions. 


““Commissicner.”” 


“Department.” 
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40-1704 Through 40-1722, Section 40-1726; Sections 40- 
1801 Through 40-1820; Sections 40-1901 Through 40- 
1946; Sections 40-2001 Through 40-2012; Sections 40- 
9101 Through 40-2138; Sections 40-2201 Through A40- 
9912. Sections 40-2301 Through 40-2310; Sections 40- 
2401 Through 40-2412; Section 40-2413 as Amended by 
Section 1, Chapter 108, Laws of Montana, 195d ; Sec- 
tions 40-2414 Through 40-2416; and Sections 40-2501 
Through 40-2513 ; Repealing All Acts and Parts of Acts 
in Conflict Herewith. 


Beit enacted by the Legislative Assembly of the State of Montana: 


CHAPTER 1— SCOPE OF CODE 


Section 1. Short title. This act constitutes the Mon- 
tana Insurance Code. 


Section 2. ‘‘Insurance’’ defined. “Insurance” is a 
eontraet whereby one undertakes to indemnify another 
or pay or provide a specified or determinable amount or 
benefit upon determinable contingencies. 


Section 3. ‘‘Insurer’’ defined. ‘‘Insurer’’ includes 
every person engaged as indemnitor, surety, or con- 
tractor in the business of entering into contracts of in- 
surance. 


Seetion 4. ‘‘Person” defined. ‘Person’ includes an 
individual, insurer, company, association, organization, 
Llovds, soeiety, reciprocal or interinsurance exchange, 
partnership, syndicate, business trust, corporation, and 
any other legal entity. 


Section 5. ‘‘Commissioner,”’ ‘‘Department’’ defined. 
Unless context requires otherwise: 


(1) ‘‘Commissioner’’ means commissioner of insur- 
ance of the State of Montana. 


(2) ‘‘Depariment’’ means the department of insur- 
ance of the State of Montana. 


Section 6. ‘‘Domestic,’’ ‘‘Foreign,’’ ‘‘ Alien” Insurer 
and ‘State’ Defined. (1) A ‘‘domestie’’ Insurer Is one 
formed under the laws of this state. 
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(2) A ‘‘foreign’’ insurer is one formed under the 
laws of any jurisdiction other than this state. 


(3) An ‘‘alien’’ insurer is one formed under the laws 
of any country other than the United States of America, 
its states, district, territories, and commonwealths. 


(4) Exeept where distinguished by context, ‘‘for- 
eign’’ insurer ineludes also an ‘‘alien’’ insurer. 


(5) When used as to jurisdiction ‘‘state’’ means a 
state, District of Columbia, territory, commonwealth, or 
possession of the United States of America. 


Section 7. ‘‘Authorized,’’ ‘‘Unauthorized’’ Insurer 
Defined. (1) An ‘‘authorized’’ insurer is one duly au- 
thorized, by subsisting certificate of authority issued by 
the commissioner, to transact surance in this state. 


(2) An ‘‘unauthorized’’ insurer is one not so au- 
thorized. 


Section 8. ‘‘Transacting’’ Insurance. ‘‘Transact’’ 


with respect to insurance meludes any of the follow- 
ing: 


(1) Solicitation and inducement. 
(2) Preliminary negotiations. 
(3) Effectuation of a contract of insurance. 


(4) Transaction of matters subsequent to effectua- 
tion of the eontract of insurance and arising out of it. 


Section 9. Compliance required. No person shall 
transact a business of insuranee in Montana, or relative 
to a subject resident, located or to be performed in Mon- 


tana, without complying with the applicable provisions 
of this code. 


Section 10. Application of code as to particular types 
of insurers. No provision of this code shall apply with 
respect to: 


(1) Domestic farm mutual insurers (as identified in 
chapter 23), except as stated in chapter 23 (farm mutual 
insurers) ; 


{2} Domestie benevolent associations (as identified 
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“Foreign” insurer. 


“Alien” insurer. 


“State.” 


“Authorized” 
insurer. 


“Unauthorized” 
insurer. 


“Transact.” 


Compliance 
required, 


Exempt insurers. 
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Exempt _ 
organizations 
and activities. 


Expirauion 
of existing 
certificates 
of authority 
and licenses. 


Use of existing 
forms and filings. 


Existing 
domestic 
jnsurers. 
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in chapter 24), exeept as stated in chapter 24 (benevolent 
associations) ; and 


(3) Fraternal benefit societies, except ag stated in 
ehapter 28 (fraternal benefit societies). 


Section 11. Exempted organizations, activities. This 
code shall not apply to health service corporations, to 
the extent that the existence and operations of such ne 
porations are authorized by section 15-1401 and relatec 
sections of the Revised Codes of Montana, 1947. 


Section 12. Existing certificates of authority and i 
censes. The expiration dates of certificates of authority 
and licenses in force immediately prior to the effective 
date of this code, and lawfully existing under any law 
repealed by this act, are extended as follows: 


(1) Licenses or certifieates of authority of insurers 
shall expire at midnight on May 31 next following such 
effective date. 


(2) Licenses of agents and solicitors shall expire at 
midnight, May 31 next following sueh effective date. 


Such certificates of authority and licenses, upon first 
yenewalt made under this code, shall be replaced by oer 
tifieates of authority or licenses in form as provided by 
this code, and shall thereafter be subject to sonenaee 
suspension, revocation or termination as though origin- 
ally issued under this code. 


Section 13. Existing forms and filings. Every form of 
insurance document and every rate or other filing ee 
fully in use immediately prior to the effective date be 
this code may continue to be so used or be effective pe 
the commissioner otherwise prescribes pursuant oe 18 
eode; except, that before expiration of one year as 
and after such effective date neither this code nor the 
commissioner shall prohibit the use of any suerenaes 
ment, rate, or filmg because of any power, prohil Hae 
or requirement contained in this eode which di a 
exist under laws in force immediately prior to such el- 
fective date. 


Section 14. Existing domestic insurers. Any domestic 
insurer having a subsisting certificate of authority to 
transact insurance in this state immediately prior to 
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the effective date of this code, whose law of incorpora- 
tion or law under which formed is repealed by this act, 
shall continue to have a corporate existence (if a corpo- 
ration) or existence (if other than a corporation) as 
though incorporated or formed under like provisions of 
this code; but all amendments to articles of incorpora- 
tion shall be made hereafter in compliance with the ap- 
plicable provisions of this code, and all such insurers 


shall be otherwise governed by the provisions of this 
code. 


Section 15. General sav:ng clause. This act shall not 
impair or affeet any act done, offense committed or 
right accruing, accrued, or acquired or liability, penalty, 
forfeiture or punishment ineurred prior to the time this 
act takes effect, but the same may be enjoyed, asserted, 
enforced, prosecuted or inflieted, as fully and to the 
same extent as if this act had not been passed. 


Section 16. Particular provisions prevail, Provisions 
of this code relative to a particular kind of insurance or 
a particular type of insurer or to a particular matter 
shall prevail over provisions relating to msuranece in 


eweneral or insurers in general or toe such matter im 
general. 


Section 17. General penalty. Each violation of any 
provision of this code, with respect to which violation 
a greater penalty is not provided by other applicable 
laws of this state, shall, in addition to any administra- 
tive penalty otherwise applicable thereto, upon convie- 
tion in a court of competent jurisdiction of this state be 
punishable by a ime of not less than fifty dollars ($50.00) 
nor more than one thousand dollars ($1,000), or by im- 
prisonment in the eounty jail for not less than thirty 
(30) days nor more than ninety (90) days. or by both 
such fine and imprisonment. 


Section 18. Severability. lf any section, subsection, 
subdivision, sentence, word, or provision of this act shall 
be determined by a court of competent jurisdiction to be 
unconstitutional or inoperative, such determination shall 
not effect the remaining portions of this act. 


CHAPTER 286 


Saving clause. 


Particuiar 
provisions 
prevail. 


Penalty. 


Severability. 


Seetion 19. Effective date. This act shall become ef- Effective 


fective on January 1, 1961. 
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CHAPTER 2—THE COMMISSIONER OF INSURANCE 


Sectl issl i signated. 
Section 20. Commissioner of insurance de gn 


The state auditor shall ex officio be the commissioner of 
insurance of this state. 


Seetion Zl. Insurance department. (1) There is a 
ated an insurance department of this state, which shal 
be located in or convenient to the office oceupied by the 
state auditor. 


(2) The imsurance department shall be under the con- 
trol and supervision of the commissioner. 


(3) Funds adeqnate for the maintenance and opera- 
tion of the insurance department shall be expressly 2 
propriated by the legislative assembly, and shall be usec 
solely for the purposes for which so appropriated. 


Section 22. Commissioner's seal. (1) The commis- 
sioner shall have a seal of office consisting of the aan 
symbolie design within the inner cirele as the ereat sea 
of the State of Montana, encireled by the words *“*¢om- 
missioner of insuranee, State of Montana. 


(2) All eertifieates and licenses issued hy the com- 
missioner shall bear his seal, exeept that the pa 
1 i 1 HE . +T1S s. 

sioner may. in his diseretion, omit the seal as to licenses 


Section 23. Deputies and assistants. (1) The eomimis- 
sioner shall appoint a chief deputy msurance ned 
sioner, who shall be in charge of the insurance depar - 

: : . “ “~~ se 
ment, under the direction and eontrol of the commis 
sioner. 


(2) The commissioner may appoint additional deputy 
es issl "y Se uny 
insuranec commissioners for such purposes as he ma} 
(lesignate. 


(3) The commissioner Inay employ a competent a 
surance actuary, to perform actuarial chuties. if any, 0 
the clepartment, to take charge of or assist In the ed 
imation of insurers, and to perform other duties assignet 


to lim. 


(4) The commissioner may appoint or employ such 


examiners to conduct or assist in examinations of . 
surers and others provided for under the code, as may be 
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competent, because of experience or special edueation or 
training, to fulfill the responsibilities of an insurance 


examiner. 


(3} The commissioner shall appoint and employ a Field 


field investigator whose primary duty it shall be, as dt- 


reeted by the commissioner, to make investigations in 
this state of violations or claimed viclations of this code. 


(6} The commissioner may appoint a chief elerk for Chief Clerk 


and assistanis. 


the insurance department, and employ such other assist- 
ants and clerks as may be necessary to assist him prop- 


erly to discharge the duties imposed upon him under 
this code. 


(7) The commissioner may at any time terminate the 
appointinent, desiguation, or employment of any sueh 
deputy, actuary, chief clerk, or other employee. 


(8) The commissioner may from time to time contract 
for and procure, ou a fee or part time basis, or both, 
such acturial, technical or other professional services as 
he may require for the discharge of his duties. 


(9) The compensation of all such personnel so ap- 
pointed, or employed, or contracted for by him shall be 
as fixed by the commissioner, but in the aggregate shall 
not exceed eurrent funds appropriated by the legislative 
assembly to the insurance department or otherwise cur- 
rently available for the purpose. 


Section 24. Prohibited interests, rewards. (1} The 
commissioner or any deputy, examiner, assistant or em- 
ployee of the commissioner shall not be financially in- 
terested, direetly or indirectly, in any insurer, insurance 
ageney, or msurance transaction except as a policyholder 
or claimant under a policy; except, that as to such mat- 
ters wherein a conflict of mterests does not exist on the 
part of any such individual, the commissioner may em- 
ploy or retain from time to time Insurance aetuaries, at- 
torneys, or other technicians who are independently prac- 
ticing their professions even though similarly employed 
or retained by insurers or others. 


(2) The commissioner or any deputy, examiner, or 
employee of the commissioner, shall not be given nor 
recetve any fee, compensation, loan, gift, or other thing 
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of value in addition to the compensation and expense 
allowanee provided by law, for any service rendered or 
to be rendered as such commissioner, deputy, examiner, 
or employee or in connection therewith. 


Section 23. Delegation of authority. (1) The com- 
missioner may delegate to any deputy, assistant, exam- 
iner or employee of his department, the exercise or dis- 
charge in the commissioner's name of any power, duty, or 
function, whether ministerial or discretionary, vested by 
this code in: the commissioner. 


(2) The commissioner shall be responsible for the of- 
ficial acts of his deputy, assistant, examiner or employee 
acting in the commissioner’s name and by lis authority. 


Section 26. Records. The commissioner shall enter in 
permanent form records of lis official transactions, ex- 
aminations, investigations, and proceedings, and keep 
such records in his office. Such records and insurance 
filings in his office shall be open to pubhe inspection, 
except as otherwise provided in this code with respect 
to particular records or filings. 


Seetion 27. Certificates as evidence. (1) Copies of 
records or doeuments in his office certified to by the 
commissioner shall be received in evidence in all courts 
as if they were the originals. 


{2} The commissioner shall furnish, when required, 
his certificate as to the authority of any person to trans- 
act insuranee, and such eertificate shall be evidence of 
the facts set forth therein. 


Section 28. General powers, duties. (1) The com- 
missioner shall enforce the provisions of this code, and 
Shall execute the duties imposed upon him by this code. 


(2) The commissioner shall haye the powers and au- 
thority expressly conferred upon him by or reasonably 
implied from the provisions of this code. 


{3} The commissioner may conduct such examinations 
and investigations of insurance matters, in addition to 
eXaminations and investigations expressly authorized, as 
he may deem proper to determine whether any person 
has violated any provision of this eode or to secure in- 
formation useful in the lawful administration of any 
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such provision. The eost of such additi i 
; sion. itlonal examinati 
and investigations shall be borne by the state < 


(4) The commissioner shall have such additional 


powers and cuties as may be i 
ae rineosiate! y provided by other laws 


_ Section 29. Rules and regulations. (1) The commis- Power 
sioner may make reasonable rules and regulations ne ence 
sary for or as an aid to effectuation of any neoaion ae 
this code. No such rule or regulation shall extend. m a 
ify, or conflict with any law of this state or the ue 
able implications thereof. Any such rule or regulatio 
affeeting persous or matters other than the personnel : 
the internal affairs of the commissioner’s office shall be 
made or amended only after a hearing thereon of whieh 
notice was given as required by section 41. If reasonab] 
possible the commissioner shall set forth the pro aed 
rule or regulation or amendment in or with the i tie 
of hearing. No such rule or regulation or cnctaae: 
s i oes a hearing is required Shall be effective until] 
as een on file as a publie record in the commis- 
Sloner’s office for at least ten (10) days. 


Hearing, 


(2) In addition to any other penalt is i 
ful violation of any such rule or ae piieanee penaties 
the Violator to such administrative ‘penalties as ans 
applicable under this code as for Violation of the t i. 
5!0n as to which such rule or regulation relates pices 


Section 30 i 
- Orders, notices, (1) Orders and notices Requiremens 
of orders 


of the commissi i 
hus issioner shall not be effective unless in writ- and notire 
8 Signed by him or by his authority. ° 


{2) Every such order . 
7 shall stat bed, 
and shall concisely state: © Its effective date 


(a) Its intent or purpose. 
(b) The grounds on which based. 


(c) ‘The provisions of this eode pursuant to whieh 
action is 80 taken or proposed to be taken; but fail : 
to so designate a particular provision shall not de a 
the commissioner of the right to rely thereon a 


{3} Except as may be provided in this code r 


especting 
particular procedures, an order or notice may i 


be given 
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by delivery to the person to be ordered or notified or by 
mailing it, postage prepaid, addressed to bim at his prin- 
cipal place of business as last of record in the commis- 
sioner’s office. Such order or notice shall be deemed to 
have been given when so mailed. 


Seetion 31. Commissioner’s annual report. As early 
in the calendar year as reasonably possible the commis- 
sioner annually shall prepare and deliver a report to the 
legislative assembly and the governor, showing, with 
respect to the preceding calendar year: 


(1) List of the authorized insurers transacting insur- 
ance in Montana, with such summary of their financial 
statement as he deems appropriate; 


(2) Names of all insurers whose business was closed 
during the year, the cause thereof, and amount of assets 
and liabilities as ascertainable ; 


(3) Names of insurers against which delinquency or 
similar proceedings were instituted, and a concise state- 
ment of the facts with respect to each such proceeding 
and the status thereof; 


(4) A statement in regard to examination of rating 
organizations, advisory organizations, joint underwriters, 
and joint reinsurers as required by section 201. 


(5) The receipts and expenses of the insurance de- 
partment for the year. 


(6) Recommendations of the commissioner as to 
amendments or supplementation of laws affecting insur- 
anee, as to matters affecting the office of commissioner, 


and 


(7) Such other pertinent information and matters as 
the commissioner deems proper. 


Section 32. Examination of insurers. (1) The com- 
missioner shall examine the affairs, transactions, ac- 
eounts, records, and assets of each authorized insurer as 
often as he deems advisable. He shall so examine each 
domestic insurer not less frequently than every three (3) 
years. Examination of an alien insurer may be limited to 
its insurance transactions and affairs in the United States. 
Examination of a reciprocal Insurer may also include 
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examination of its attorney-in-faect insofar as the trans- 
actions of the attorney in fact relate to the insurer. 


9 no ee 
(2) The commissioner shall in like manner examine 


each insurer applying for an initial certificate of author- 
ity to do business in this state. 


(3) In lieu of making his own examination, the com- 
missioner may, in his diseretion, accept a full report of 
the last receut examination of a foreign or alien insurer 
certified to by the insurance supervisory official of an- 


other state, territory, common sige 
. ’ wealth ric 
United States. , , or district of the 


Section 33. Kxamination of agents, managers, promot- 
ers. For the purpose of ascertaining compliance with thi 
code, the commissioner may as often as he deems nase 
able examine the accounts, records, documents, and trans- 
actions, pertaining to or affecting its insurance affairs o 
proposed insurance affairs, of: ; 


(1) Do 3 1 } p- QB 3 


(2) Any person having a contract under which he en- 
: f ; 

joys in fact. the exclusive or dominant right to manage or 

eontrol an insurer. ° 


oe Any person holding the shares of voting stock or 
policyholder proxies of a domestic insurer, for the purpose 


of controlling the man i 
g agement thereof, as voting 
or otherwise. etre 


: sa _Any person engaged m or proposing to be en- 
ded = or assisting in the promotion or formation of a 

omestic insurer or insuranee holdi i 
olding corporation, or cor- 


poration to finance a domestic i 
( stic insurer cr the pr i 
of its business. pens 


Section 34. Conduct of examination; records; correc- 
tion of accounts; appraisals. (1) The soimunicsioned 
shall conduct any such examination at the home office 
af a domestic or foreign insurer) or United States teak 
office (if an alien insurer) of the insurer, or in any of it 
branch or agency offices; or with respect to persons ibe 
than insurers, at the office or other place of busines of 


such person or at any plac i 
e or places where 
: his records 
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(2) Every person being eevee eae a 
tatives shal] proat 

sloyees, agents, and represen SS 1 = 

aes freely available to the commissioner or ae 

iners the accounts, records, documents, files, m . iad 

assets, and matters in his possession o. prety fe abs 
i mation; and sha ; 

the subject of the exammati™, 

eae and aid such examination as far as reasonably 


possible. 


(3) If the commissioner finds accounts to seein 
quate. or inadequately kept ie legen oe ae 
i ce the 
to rewrite, post, or ba an : 
alae con being examined if such person ee pea 
a complete or correct such accounting after t i i 
missioner has given him notice and a reasonaDdie 


portunity to clo so. 


(4) JE the eommissioner deems it necessary pig 
- peal estate involved in any such examinat abe 
: ke written request of the person being exam : 
ee - te one or more competent ss) paashal eee 
ie le commissioner, for the purpose of sore ee 
roperty. If no such appointment 1s ae snes 
(10) days after such request was delivere ae aoe 
soll, the commissioner ay aR he gies eens 
eee at acres ieee shall be furnished to 
He a ene The reasonable expense of eel 
Tail shall be borne by the person being examined. 


ij is- 
Section 35. Examination reports. ie = acne 
| i i hall make a full a 
ioner or his examiner Ss mi vee 
ve) of each examination, verified by his oath. 


(2) The report shall comprise only facets appearing 


? Pp } ? 


ivi its affairs 
ony, under oath, of individuals concerning its — ae 
a conclusions and recommendations as warran 


sueh facts. 


(3) The commissioner shall furnish a ee hae 
osed report to the person examined not le pe 
ae (20) days prior to filing the same in his 0 : z 
adi person SO requests in writing within such hae 
day period, the commissioner shall grant a hearing 
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respect to the report, and shall not so file the report 
until after the hearing and after such modifications, if 


any, have been made therein as the commissioner deems 
proper. 


(4) The report when so verified and filed shall be 
presumptive evidence, in any action or proceeding 
brought by the commissioner against the person exam- 
ined, or against its officers or agents, of the facts stated 
therein. The commissioner and his examiners may at 
any time testify and offer other proper evidence as to 
information seeured during the course of an examina- 
tion, whether or not a written report of the examination 


has at that time been either made, served, or filed in 
the commissioner’s office. 


(5) The commissioner may withhold from public in- 
spection any examination or investigation report for so 
long as he deems such withholding to be necessary for 
the protection of the person examined against: unwar- 
ranted injury or to be in the public interest. 


(6) If he deems such to be in the public interest the 
commissioner may publish any such examination report 


or a summary thereof in one or more newspapers in the 
state. 


Section 36. Examination expense. (1) Each person 
so examined, other than as to examinations pursuant to 
section 33, shall pay the actual travel expenses, a reason- 
able living expense allowance, and a per diem as com- 
pensation of examiners, as necessarily ineurred on ac- 
count of the examination, all at reasonable rates cus- 
tomary therefor and as established or adopted by the 
commissioner, upon presentation of a detailed account 
of such charges and expenses by the commissioner or 
pursuant to his written authorization. Such an account 
may be so presented periodically during the course of 
the examination or at the termination of the examina- 
tion, as the commissioner deems proper. No person shall 
pay and no examiner shall accept any additional emolu- 
ment on account of any such examination. 
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(2) There is created in the state treasury a special (teation of 


isufance 
fund to be known as the ‘‘insuranee department examin- @¢Pattment 


i iac] examinations 
ations revolving fund.’’ The commissioner shall pay to ‘evolving fund— 


purpose. 
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the state treasurer to the credit of this special fund all 
monies received pursuant to subsection (1} above. This 
fund shall be used only for or toward payment of travel, 
living allowance and other expenses incurred by the 
commissioner and his examiners in the making of exam- 
inations (other than examinations of applicants for li- 
cense as insurance agents or other representatives) 
under this code, and the compensation of such exam- 
iners, upon such bases as the commissioner may fix for 
the purposes of this subsection. In lieu of deposit there- 
of in such fund, the commissioner may give written 
authorization for payment, by the person examined, of 
such travel expenses and living allowance direct to the 
examiner, Any other law of this state to the contrary 
notwithstanding, the travel expense and living allow- 
anee of examiners shall be as fixed by the commissioner 
pursuant to this subsection. Any sums remaining in 
this special fund at the end of any fiscal period shall be 
earried forward and remain in the fund, and are hereby 
continuously appropriated for use as provided in this 
subsection. 


(3) If any such person fails to pay the charges and 
expenses, as referred to in subsection (1) above, they 
shall be paid ont of the funds of the commissioner in the 
same manner as other disbursements of such funds. The 
amount so paid shall be a first lien upon all of the assets 
and property in this state of such person, and may be 
recovered by suit by the attorney general on behalf of 
the State of Montana, and restored to the appropriate 
fund. 


Section 37. Witnesses and evidence. (1) With re- 
spect to the subject of any examination, investigation, 
or hearing being conducted by him the commissioner or 
his examiner, if general written authority therefor has 
been given the examiner by the commissioner, may sub- 
poena witnesses and administer oaths or affirmations 
and examine any individual under oath, and may require 
and compel the production of records, books, papers, con- 
tracts, and other documents by attachments, if neces- 
sary. If in connection with any examination of an in- 
surer the commissioner desires to examine any officer, 
director or manager thereof who is then outside this 


state, the commissioner is authorized to conduct and to. 
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enforce by all appropriate and available means any such 
examination under oath in any other state or territory 
of the United States in which such officer, director or 
manager may then presently be, to the full extent per- 
mitted by the laws of such other state or territory, this 
special authorization considered. 


(2) Witness fees and mileage, if claimed, shall be 
allowed the same as for testimony in a district court. 
Witness fees, mileage, and the actual expenses neces- 
sarily incurred in seeuring attendance of witnesses and 
their testimony shall be itemized, and shall be paid by 
the person beine examined if such person is found to 
have been in violation of the law as to the matter with 
respect to which such witness was subpoenaed, or by the 


person, 1f other than the commissioner, at whose request 
the hearing is held. 


(3) Subpoenas of witnesses shall be served in the 
Same manner as if issued from a district court. If any 
individual fails to obey a subpoena lawfully served, the 
commissioner shall forthwith report such ‘disobedience 
together with a copy of the subpoena and proof of serv. 
ice thereof, to the district court for the county in which 
the individual was required to appear, and such court 
shali forthwith cause such individual to be produced and 
shall impose penalties as though he had disobeyed a 
subpoena issued out of such court. : 


(4) Any person wilfully testifying falsely under oath 
as to any matter material to any such examination, in- 
vestigation, or hearing, shall upon conviction thereof be 
guilty of perjury and punished accordingly. 


(5) Any person wilfully failing to attend, answer or 
produce records, documents or other evidence requested 
by the commissioner, or who wilfully fails to give the 
commissioner full and truthful information and answer 
in writing to any material written inquiry of the com- 
missioner, relative to the subjeet of any such examina- 
tion, investigation, or hearing, or wilfully fails to appear 
and testify under oath before the commissioner, shall 
upon conviction thereof, in addition to or in lieu of any 
other penalty or penalties applicable, be deemed guilty 
of a misdemeanor. a 
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Section 38. Testimony compelled; immunity from 
prosecution. No person shall be exeused from attend- 
ing and testifying or producing any evidence upon any 
examination, investigation, or hearing conducted by or 
under authority of the commissioner, on the ground that 
his testimony or the evidence required of him may tend 
to incriminate him or subject him to a penalty or for- 
feiture. No person shall be prosecuted or punished in 
any criminal action or proceeding for or on aecount of 
any act, transaction, matter or thing concerning which 
he is so compelled to produce evidence or to testify 
under oath, exeept for perjury committed in such testi- 


mony. 


Section 39. Hearings. (1) The commissioner may 
hold hearings for any purpose within the scope of this 
code deemed by him to be necessary. 


(2) The commissioner shall hold a hearing if required 
by any provision, or upon written demand therefor by a 
person aggrieved by any act, threatened act or failure 
of the commissioner to act, or by any report, rule, regu- 
lation or order of the commissioner (other than an order 
for the holding of a hearimg, or an order on hearing or 
pursuant thereto). Any such demand shall specify the 
erounds to be relied upon as a basis for the relief to be 
demanded at the hearing, and unless postponed by mu- 
tual consent, such hearing shail be held within thirty 
(30) days after receipt by the commissioner of demand 


therefor. 


(3) If within such thirty (30) day period the com- 
missioner does not either (a) grant the hearing, or (b) 
issue his order refusing the hearing, as to such previous 
report, rule, regulation, or order as to which such per- 
son se claims to be aggrieved, then the hearing shall 
thereby be deemed to have been refused. 


Section 40. Stay of action. (1) Such a demand for 
a hearing received by the commissioner prior to the ef- 
fective date of any order issued by him or within ten 
{10) days after such order is delivered, shall stay the 
effectiveness of such order pending the hearing and an 
order made thereon, except as to action taken or pro- 
posed (a) under an order on hearing, or (b) under an 
order pursuant and supplemental to an order on hearing, 
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(¢) under an order based upon impairment of assets 
or unsound financial condition of an insurer 


(2) i an automatic stay is not provided for and the 
commisstoner after written request therefor fails to crant 
a stay, the person agerieved may apply to the dist ret 
court for Lewis and Clark county for a ‘stay of th ce 
missioner’s proposed action. . i eas 


Section 41. Notice of hearing. Not less than ten Notice 
(10) days m advance the commissioner shall give hotine el 
of the time and place of the hearing, stating the matt e 
to be considered thereat. If the persons to be ea 
notice are not specified in the provision sabouaa t 
which the hearing is held, the commissioner shall ie 
such notice to all persons whose pecuniary aienea ae 
to be directly and immediately affected by such hearing 


Section 42. Heari 

2. BS To. i 

ee aaa oboe procedure, (YD Hearings may Hearing 

b he public at the commisstoner’s discretion, Predre- 
? 


nee chapter 11 {rates and ratine organizations) prior 

ot le effective date of such filing shall be closed to the 

public unless otherwise requested by the party that made 

ae ati: In all other cases a hearing shall be open to 
e public if so reques In writing by 

becne quested in writing by any party to the 


2) Th ISsi 
(2) € commissioner shall allow any party to the Rights of parties. 


hearing to appear in person and by counsel, to be pr t 
during the giving of all evidence, to have a ee 
opportunity to inspeet all documentary evidence ‘and ‘a 
exanline witnesses, to present evidence in support of his 
interest, and to have subpoenas issued by the sae 


s.oner to compel attendance of wi 
: ; vitnesses and ; 
of evidence in his behalf. produetion 


{3) The commissioner shall permit to become a Interventi 
party to the hearing by intervention, if timely, any a 
son who was not an original party thereto ai hose 
pecuniary interests are to be directly and ieait cdlin bale 


4) F : ; 
ie a ormal rules of pleading or evidence need not be Format rules 
served at any hearing, my ogee 
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Stenographic (5) Upon written request seasonably made by a party ny 2 _ 
: 3 . ¥ any such order or refusal and I i 
transcripts. to the hearing and at such person's expense, the commis- by may, within thirt (30) Pa who is aggrieved there- 
- ¥ ays after (a) the order h 
as 


sioner shall cause a full stenographie record of the pro- 
eeedings to be made by a competent reporter. If tran- 
seribed a copy of such stenographic record shall be fur- 
nished to the commissioner, without cost to the commis- 
Sioner or the state, and shall be a part of the commuis- 
sioner’s record of the hearing. If so transcribed a copy 
of such stenographie record shall be furnished to any 
other party to such hearing at the request and expense 
of such other party. If no stenographic record is made 
or transeribed, the commissioner shall prepare an ade- 
quate record of the evidence and of the proceedings. 


heari 
Races me tes Shall be taken to the district court Procedure 
ark county, by filing writte i cree 
appeal in such court and by fijj : ae 
y filing a copy of h i 
with the commissioner aa eae 
; except, that in appeals from t 
aoe or revocation of the certificate of fee 
Pee imsurer or of the license of an pied 
1eltor, or surplus line agent, th ing the 
agent, the person taking th 
eee te oa option, in lieu of the district court - 
ark county, take the appeal to the distr; 
5 e distr 
ee of the county of Montana in which the insurer in 
S principal place of business or the licensee resides 


Rehearing. (6) Upon written request of a party to a hearing 
filed with the commissioner within thirty (30) days after 
any order made pursuant to a hearing bas been mailed 
or delivered to the persons entitled to receive the same, 
the commissioner may, in his discretion, grant a rehear- 
ing or reargument of the matters involved in such hear- 
ing, and notice of such rehearmg or reargument shall be 
given as provided in section 41. 


Order on hearing. Section 43. Order on hearing. (1) In conducting any 
such hearing the commissioner shall sit m a quasi judicial 
capacity. Within thirty (30) days after termination of 
the hearing or of any rehearing thereof or reargument 
thereon, he shall make his order on hearing, covering 
matters involved m such hearing and in any rehearing 
or reargument thereof, and shall give a copy of such 
order io the same persons given notice of the hearing. 


mnatically stay the order a 
\ y the ‘rt appealed from pendine j 
ment of the district court on the ened. ere 


(b) Appeal from suspeusion or revocation of the cer- 


(2) The order shall contain a concise statement of the tiftcate of authority of an insurer. 


facts as found by the commissioner, and of his conelu- 


sions therefrom, and the matters required by section 30. (3) Within twenty (20) days after filing of the copy Duty to furnish 
2 nis. 


of th i ops : 
€ notice of appeal in his office, the commissioner ‘@™*TiPt 


(3) The order may affirm, modify, or nullify action 
theretofore taken or may constitute the taking of new 
action within the scope of the notice of hearing. 


Section 44. Appeals from the commissioner. (1) An 
appeal from the commissioner shall be taken only from 
an order on hearing or with respect to a matter as to 
which the commissioner has refused a hearing. Any 
person who was a party to such hearing, or whose pe- 
euniary interests are directly and immediately affected 
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shall make and return to the court in which the i 
18 pending a copy of his order appealed from ada 
and complete transcript, duly certified by the com js 

sioner, of his reeord of the hearing upon which the ae 
was issued, together with all exhibits and doeien a a 
evidence introduced thereat. If the appeal is fe ge 
action of the commissioner with respect to which Bae : 
neg ~ aa the commissioner shall within Aen 
pune ¥ (20) day period make and return to the court a 
uli and complete transeript, duly certified by him, of all 
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documents on file in his office directly relating to the 
matter as to which such appeal is taken. 


(4) Upon receipt of such transcripts and see 
the court shall hear the matter de novo as are | 
ably possible thereafter. Upon sre age — P ae 

-+ shall consider the evidence contall 
ane exhibits, and documents therein filed by the 


: . pee 
eommissioner, together with such tas tae lee V 
denee as may be offered by any party to the appeal. 


(5) After hearing the appeal the Sie ae aaa 
modify or reverse the order or eer ieee 
sioner in whole or in part, or remian | the Aree 
commissioner for further proceedings !n ace 


the court’s direction. 
(6) Costs shall be awarded as in ervil actions. 


(7) Appeal may be taken to the a Ae 
the judgment of the district court as a * re cien ee 
to which the state is a party. A stay © ore ae 
of any such judgment May be made only DY aan 
supreme court upon the giving of such security 


court deems proper. 


| to 
(8) This section shall not apply to ene a 
matters covered by chapter 11 of this a (va eae 
rating organizations), and for which appeal 1s pr 
for under section 257. 


Section 45. Fees and licenses. (1) The ee 
shall collect in advance, and the persons so serve 


so pay to the commissioner, the following fees aud li- 


eenses : 
(a) Certificates of authority. 


(i) Application for original certificate . pare : 
For filing applications for certificate 2 : au oe 
ticles of jneorporation (exeept as provided 1m epee 
ae b), below) and other charter documents, bylaws, 
ee statement, examination report, power caper 
ae to the commissioner, and oe ined ar aare : a 
ili i i ion with s n, an 
eg eater al certificate of authority, if 


issued : 
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Domestic insurers 
POPe@@ Ty: IMS PETS ees tee elt a 


{ii) Annual continuation of certificate of au- 
thority 


{i11) Reinstatement of certificate of authority 

{b) Articles of meorporation: 

(3) Fihng original articles of incorporation 
of domestic insurer, exclusive of fees required 


to be paid by the corporation to the secretary of 
state 


{11) Filing amendment of articles of incorpo- 
ration, domestic and foreign insurers, exclusive 
of fees required to be paid to the secretary of 
state by a domestic corporation...........-.--.2.0.2----- 


(ec) Filmg bylaws or amendment thereto, 
where required 


(d) Filing annual statement of insurer, other 
than as part of application for original certificate 
OE AGO IY A ee Set acces See elect oh A ues re 

fe) Agent’s license, property, casualty, 
surety, title Imsurance agents, and including dis- 
ability insurance without additional license or fee 
when written by property, casualty, or surety in- 
surer otherwise represented by the agent: 

(i) Application for original license, and in- 
eludmg issuance of license, if issued -............... 

(ii) Appointment of agent, each insurer........ 


(iii) Annual renewal or appointment of agent, 
PUGH TSUIM ER 2 28 Ani EA a Se NN Beta Ser 

(iv) Temporary license 

(f) Solicitor’s license: 

(i} Application for original Leense, including 
issuance of license, if issued —.....00.000000000 0. 
{i) Annual continuation of license ............. 
(g) Agent’s license, life, disability insurance: 
(i} Application for original license, 
insurer 


each 


(ii) Annual continuation or renewal of li- 
cense, each MSUPCT eee cece cece eee eee 
(111) Temporary license, each insurer ........... 
(h) Examination for license as agent or so- 
licitor, each examimation — 0000.00... 


(i) Surplus line agent’s license: 
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Gi} Application for original license and for 
1 i if issued ....----------e-creeeet 5 
issuance of liceuse, 1 . sone 
(ii) Annual renewal or continuation of license 
: ie pe = 
} Adjuster's licens oe 
a Application for original license and for 
1 i =f ScgT1ed] ....--ceccceceeceeeeeeeee ne 
issuance of license, if 3s . eo 
(ii) Annual continuation or renew al of gin 1 
(k) Insurance yending machine license, each 
machine, each year... 
(1) Commissioner’s certificate under seal (ex ‘as 
cept when on certificates of authority or licenses) : 
(m) Copies of documents on file in the com- 


missioner’s office, per PARE <n 
(2). “The commissioner shall promptly deposit es je 
state treasurer to the eredit of the general fun is ae 
state all fees and licenses received by him un 
section. | | 
(3) The fees provided for in this section shall be im 


ri insur- 
lieu of all fees heretofore payable with ala a a 
anee or insurers under section 25-101, Revised Uoaes 


Montana, 1947. 


CHAPTER 3 — 
AUTHORIZATION OF INSURERS AND GENERAL 
| REQUIREMENTS 


Seetion 46. Certificate of authority required fe a 
eral. (1) No person shall act as an agave aoe a 
surer shall transact insurance I this S pee 
authorized by a subsisting certificate of ae ms ieee 
to it by the commissioner, except as to suc sees on 
as are expressly otherwise provided for in this : 


pclae ak bag — 
(2) No imsurer shall have or maintain : LEER 
ol ae ‘ mae 7 : i : 
i ' ; -e. or other facilities Tor 

office, representative, : 

tion oF servicing of any kind of insurance 1m any eis 

state unless it 1s then authorized to transact the sa 

kind of insurance in this state. 


Section 47. Exceptions, certificate of ate re- 
uirement. A certificate of authority shall not e 
cand of an insurer, not otherwise authorized im this 
1 , 


state, as to the following transactions: 


(1) Transactions relative to its policies lawfully 
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written in Montana, or liquidation of assets and habilities 
of the insurer (other than collection of new premiums}, 


all as resulting from its former authorized operations in 
Montana. 


(2) ‘Transactions relative thereto subsequent to issu- 
ance of a policy covering only subjects of insurance not 
resident, located, or expressly to be performed in Mon- 
tana at time of issuance, and which eoverage was law- 
fully solicited, written, and delivered outside Montana. 


(3} Transactions pursuant to surplus lines coverages 
lawfully written pursuant to chapter 9 of this code. 


(4) Reinsurance, except as to domestic reinsurers. 


Section 48. Admission for investment only. A foreign 
insurer may transact business in this state without cer- 
tificate of authority, for the purpose and to the extent 
only of investing its funds in Montana real estate or in 
securities secured thereby by complying with the appli- 
cable laws of this state other than this code. Such an 


insurer shall not be subject to any other provision of 
this code. 


Section 49. General eligibility of insurers. To qualify 
for and hold authority to transact insurance in this state 
an insurer must be otherwise in compliance with this code 
and with its charter powers, and must be an incorporated 
stock insurer, or an Incorporated mutual insurer, or a 
reciprocal insurer, all of the same general type as may 


hereafter be formed as a domestic insurer under this 
eode; except that: 


(1) No foreign insurer shall be authorized to transact 
insurance in Montana which does not maintain reserves 
as required by chapter 5 of this code applicable to the 
kind or kinds of insurance transacted by such insurer, 
wherever transacted in the United States; or which tran- 
sacts business anywhere in the United States on the as- 


sessment plan, or stipulated premium plan, or any similar 
plan. 


(2) No foreign insurer which is directly or indirectly 
owned or controlled in whole or in substantial part by 
any government or governmental agency shail be an- 
thorized to transact insurance in Montana unless it was 
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so owned and first so authorized prior to January 1, 
1957. Membership or subseribership in a mutual or recip- 
rocal insurer by virtue of being a policyholder thereof, 
or ownership of stock or other security which does not 
have voting rights with respect to the management of 
the insurer, or supervision of an insurer by public au- 
thority, shall not be deemed to be an ownership or con- 
trol of the insurer for the purposes of this provision. 


Section 50. Name of insurer. ‘1) No insurer shall 
be authorized to transact Insurance in this state which 
has or uses a name so similar to that of another insurer 
already so authorized as likely to mislead the public. 


(2) No life insurer shall be authorized which has or 
uses a name deceptively similar to that of another in- 
surer authorized to transact insurance in this state with- 
in the preceding ten (10) years of life insurance policies 
originally issued by sneh other insurer are still outstand- 
ing in this state. 


(3) No insurer shall be so authorized which has or 
uses a name which tends to deceive or mislead as to the 
type of organization of the insurer. 


(4) In case of conflict of names between two insurers, 
or a conflict otherwise prohibited under the foregoing 
subsections of this section, the commissioner may permit 
or require the more recently authorized insurer to use 
in Montana such supplementation or modification of its 
name or such business name as may reasonably be neces- 
sary to avoid such conflict. 


Section 51. Combinations of insuring powers, one in- 
surer. An insurer which otherwise qualifies therefor may 
be authorized to transact any one kind or combination of 
kinds of insurance as defined in chapter 4 of this code, 
except: 


(1) A life insurer may also grant aunuities. but shall 
rot be authorized to transact auy other kind of insurance 
other than disability; except, that if the insurer is other- 
wise qnalified therefor the commissioner shall continue 
to so authorize any life insurer which, immediately prior 
to the effective date of this code, was lawfully authorized 
to transact in this state a kind or kinds of insurance in 
addition to life and disability. 
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(3) <A title insurer shall be a stock insurer 


Section 52. Capital funds required. (1) To qualif 
for authority to transact any one kind (as dlefin din 
chapter 4) of insurance, or combinations of kinds of mn 
Snrance as shown below, an insurer shall possess nd 
thereafter maintain unimpaired paid-in capital see ce 
a stock lusurer) or surplus (if a foreien mutual or ie 
elgn reciprocal insurer) in amount Tot. less than as << 
plicable under the schedule below and shall possess Mica 


first so authorized su iti 
such additional funds a 5 
required nnder section 53 of this code: ia a 


Kind or kinds 


Minim i . 
of msurance : ee 


surplus required 


165) | Seer oe 
Diablo ee 
Life and disability 0 150'000.00 
Property 200,000.00 
Marine . 200-000. 
9 
Casualty simu 
All lines exeept workmen’s eom- 
pensation .. P 
Sener e e 200,000.0 
All lines, including workmen’s ’ 
compensation 300,000.00 
Surety Seka 250,000.00 
Mulino Ge 100,000.00 
Multiple lines (two or more: 
property, marine, easualty or 
surety) 0... 400,000.00 


Except, that an insurer h 


authority to transact Msurance in this state immediately 


prior to the effective date of this code may, if otherwi 

qualified therefor, continue to be so authorized for a 
period of five (5) years from such effective ta 
maintaining the same amount of paid-in capital ae 4 
af a stock Insurer) or the same amount of surplus Gt 

mutual or reciprocal insurer) as required by tt i a 
of this state for such authorit acs 
effective date, and shall after 
period have or receive auth 
nt this state only 


¥ unmediately prior to such 
expiration of such five-vear 
, ority to transact insurance 
if otherwise qualified therefor and 
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CHAPTER 226 


4s authori eae : 
: rized insurers in one or more states of the Insurers 
authorized 


while having and maintaining paid-in capital stock (if a 
han five (5 
n five (5} years shall possess in other states. 


stock msurer) or surplus (if a mutual or reeiprocal in- 
surer} in applicable amount as otherwise required under 
this section; except, further, that any such insurer shall 
not, within such five-year period, be granted authority 
to transact any other or additional kind of insurance 
unless it then fully complies with the requirements as to 
capital and surplus, as applied to all kinds of insurance 
it then proposes to transact, as provided by this code as 
to insurers applying for original certificates of authority 


under this code. 


S 
io to not less than fifty percent (50%) of 
a RD a a ee Qf a stock insurer) or surplus 
itual or foreien i i | 
wise required under section ot eal a 


(3) Insurers authorized to transact multiple lines of Multipte ii 
at all times have and main. inanrerce ine 
F one hundred S 
Surplus required. (2) As to surplus required f ifieats : lars ($100,000), in addition to the eapital ere ee 
as plus required for quahtication to trans it @ Stock in- 
act one or more kinds of insurance and thereafter to be 
maintained, domestic mutual insurers shall be governed 
by chapter 22, and domestic reciprocal insurers shall be 
governed by chapter 25. 


(3} Capital and surplus requirements shall be based Sectio 3) D i 
h be b 5 ion o4, eposit r equirement ( 1} j T 
. An Insure Deposit 


Base. 
upon all the kinds of insurance actually transacted or 
ie be transacted by the insurer in any ta all areas in ee . eee a insurance in this state required i 
which it operates, whether or not only a portion of such State through the a ganniien: maintains in trust in this 
kinds are to be transacted in this state. its policyholders aE an Bees Be protection of all 
Life insurer may (4) A life insurer may also grant annuities without a deposit of cash or securities eligible io a pgameeda 
Brant annus additional capital or additional surplus. — Bie 134 of this eode in an amount ae ie ae 
Special surptus Section 53. Special surplus required. In addition to arcana ae fe ie (if a stock insurer) _ 
the minimum paid-in capital stock (stock imsurers) or other than special oarelue seaniceg: Hiaasen ariel 
: Intaine or 


minimum surplus (mutual and reciprocal imsurers) re- 
quired by section 52 of this code, special surplus shall be 
possessed by insurers as follows: 


Sacted, except: 


(a) As to title j } 
© fo ttle insurers, the deposit shall be in the Title insurers, 


Foreign insurers, 


Stock, foreign, {1} <All stock insurers and foreign mutual and foreign a . 
procal and . : . i ‘ Mount of fifty 
alien insurers, reciprocal imsurers which have actively transacted insur- ¥ thousand dollars ($50,000), 
(b) As to foreign insurers, in lieu of such deposit or 


anee in their state of domicile as an authorized insurer 
for less than five (5) years, or, if an alien insurer, have 
transacted insurance as an authorized Insurer in at least 
one state of the United States for less than five (5) 
years, when first authorized to transact insurance in this 
state shall have a surplus or additional surplus equal to 
not less than one hundred percent (100%) of the paid-in 
eapital stock (if a stock insurer) or surplus (if a foreign 
mutual or foreign reciprocal) otherwise required under 
section 32 for the kinds of insurance to be transacted. 


part thereof in this state, the commissio 


all its policyholders ; 
Montana. » OF policyholders and creditors, in 


San of Je gs 
(ec) As to alien Insurers, In liew of such deposit or 


(2) Insurers that have actively transacted insurance 
Alien insurers, 
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part thereof in this state, the commissioner shall accept 
evidence satisfactory to him that the insurer maintains 
within the United States by way of trust deposits with 
public depositaries, or in trust institutions approved by 
the commissioner, assets available for discharge of its 
United States insurance obligations which assets shall be 
in amount not less than the outstanding liabilities of the 
insurer arising out of its insurance transactions in the 
United States, together with the larger of the following 
sums: (1) The largest deposit required by this code to be 
made by foreign msurers transacting like kinds of insur- 
ance, or (il) three hundred thousand dollars ($300,000). 


{2) Deposits of foreign or alien insurers in another 
state shall be in cash and/or securities of substantially 
the same quality as those eligible for deposit in this state 
under section 134 of this code. 


{3} Deposits of reserves by domestic life imsurers 
shall be made as provided in section 93. 


(4) Deposits made in this state shall further be sub- 
jeet to the provisions of chapter 7 (administration of 
deposits). 


Section 55. Management and affiliations. The com- 
missioner shal] not grant or continue authority to tran- 
saet insurance im this state as to any insurer the prin- 
cipal management personnel of which is found by him 
to be untrustworthy or not of good character, or so lack- 
ing in insurance company managerial experience as to 
make the proposed operation hazardous to the insurance- 
buying public or to its stockholders; or which he has 
good reason to believe is affiliated directly or indirectly 
through ownership, control, managemeut, reinsurance 
transactions or other insurance or business relations, with 
any person or persons whose business operations, to the 
detriment of insurers, stockholders, or creditors, are or 
have been marked by manipulation of assets, of accounts, 
or of reinsurance, or by bad faith. 


Section 56. Application for certificate of authority. 
To apply for an original certificate of authority an in- 
surer shall file with the commissioner its apphcation 
therefor (accompanied by the applicable fees as specified 
in section 45) showing its name, location of its home of- 
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fice or principal office in the United States Gif an alien 
be transacted, date of 


or country of domicile, and such 
as the commissioner may 


reasonably requi 
with the following docume lean 


nts, as applicable: 


{1} Ifa foreion insurer, a copy of its 
ter, or articles of incorporation, 
thereto, certified by 
originals are on file j 


! corporate char- Foreign insurer. 
lon, With all amendments 
the publie officer with whom the 
n the state or country of domicile. 


(2) If a mutual insurer, a co 
amended, certified by its secretary 
ing custody thereof, 


py of its bylaws as Mutual insurer. 
or other officer hay- 


(3) Ifa reciprocal insurer, copies of 
attorney of its attorney in faet and of it 
agreement, if any, certified by 


the power of Reciprocal insurer. 
t S subscribers’ 
its attorney in fact. 


oo A copy of its financial statement as of December Financial 
next preceding, sworn to by at least two (2) exeentive ““°m™*r 

officers of the insurer, or certified by the public He os 

ance supervisory official of the insurer’s state of ae be 

cile or of entry into the United States. oe 


3) Copy inati 
{3} py of report of last examination, if any, made Report of 
er, certified by the insurance supervisory Se 


official of its state of iei : 
Siaies e of domicile or of entry into the United 


(6) Appointment of the 
section 63, as its attorney 
process. 


commissioner pursuant to Attorney, 


ae fi 
to receive serviee of legal of process. 


(7) Jf a foreign or alien ; ifi 
Pe pers ie aien insurer, a certificate of the Certificate 


ing supervision of insurance in its alien offiei 
domicile, or state of entry into the 
ng that it is authorized to transact 


the kinds of insurance proposed to be transacted in this 


State. 


8) If ien j 
= eae a alien insurer, a copy of the appointment and Authority of 
Y of its United States manager, certified by its “'S maser: 
officer having custody of its records. os 


(9) Ifa foreign ins ifi 
urer, certificate as to deposit ; ifi 
be tendered pursuant to section 54. oe of deposit 
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(10) Specimen copies of policies proposed to be of- 
fered in this state, together with premiums or premium 
rates applicable, or a declaration that such rates as ap- 
plicable will be those promulgated by designated rating 
organizations authorized to file such rates in this state 
on behalf of the insurer. 


Section 57. Issuance or refusal of authority; owner- 
ship of certificate. (1) If upon completion of its appli- 
cation the commissioner finds that the insurer has met 
the requirements for and is entitled thereto under this 
eode, he shall issue to the insurer a proper certificate of 
authority ; if he does not so find, the commissioner shall 
issue his order refusing such certificate. The ecommis- 
sioner shall act upon an application for a certificate of 
authority within thirty (30) days after its completion. 


(2) The certificate, if issued. shall specify the kind 
or kinds of insurance the insurer is authorized to tran- 
sact in Montana. At the insurer’s request, the commis- 
sioner may issue a certificate of authority limited to 
particnlar types of insurance or insurance coverages 
within the seope of a kind of insurance as defined in 
chapter 4 of this code. 


(3) Although issued to the insurer the. certificate of 
authority is at all times the property of the State of 
Montana. Upon any expiration, suspension, or termina- 
tion thereof the insurer shall promptly deliver the cer- 
tificate of authority to the commissioner. 


Section 58. Continuance, expiration, reinstatement 
and amendment of certificate of authority. (1) Certifi- 
eates of authority issued or renewed under this code 
shall continue in force as long as the insurer is entitled 
thereto under this code and until suspended or revoked, 
or otherwise terminated; subject, however, to continu- 
ance of the certificate by the insurer each year by pay- 
ment prior to May 15th of the continuation fee provided 
in section 45. 


(2) If not so continued by the insurer, its certificate 
of authority shall expire as at midnight on May 31 next 
following such failure of the insurer so to continue it in 
force. The commissioner shall promptly notify the in- 
surer of the occurrence of any such failure resulting in 
impending expiration of its certificate of authority. 
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(3) Th ca ; : 
a , in ee in his discretion, rein. Reinstatement. 
authority which the 3 
inadvertently permitted t i eis 
0 expire, after the i 
fully cured all its fai I Perins 
ully ailures which resulted j 1 
an ida L ea in such expira- 
{ yment by the insurer of th 
instatement in addition t ‘ eros 
Oo the current conti i 
as provided in seetion 45 Oth 1 cua a 
45. erwise, the insurer sh 
nee saa another certificate of authority only after ay 
& application therefor and meeting all other Tequire 


ments as for an origi ifi i 
Ae ginal certificate of authority in this 


(4) The commissi 
ee oa 
eo oe at amend a certificate of au- Amendment. 
3 3 0 accord with changes j i 
es in t - 
surer’s charter of insuring powers : oe 


Section 5 Ma 2 
ica ce i es mdatory revocation, Suspension of cer. Mandatory 
pend or ority. (1) | The commissioner shall sus. soeccation, 
i r ; 1 ae o- spens 
revoke an insurer's certificate of authority : of certificate, 


(a) If such action j : 
‘ is r east oe 
this code; equired by any 


provision of 
{b) If the i 
) he insurer no longer meets the reqlurements 


fo Sanaa 
ae the authority originally granted, on account of | 
lelenew of assets or otherwise; or a 


(¢) If the insnrer’s authority 
is suspended or revoked by its stat 
of entry into the United States if 


to transact insurance 
e of domicile, or state 
an alien insurer. 


7 (2) Except in cases of insolvency 
heer or ween: or suspension orf revoeation 
ee as re erred to In subdivision (c¢) above 

issloner shall give the insurer at least fifteen 


. 


Section 60 i i 

cae . oy aera = revocation for violations Discretionary 
. e eee se 2 : suspensi. 
cee aie 7 cominissioner may, in his revocation” 


or impairment of 


é he finds that the Hearing. 
ed er of the commis- 
eee or any Provision of this eode other than those ae 
which suspension or revocation is mandatory | : 


(2) The commissioner shall, after a hearing thereon 
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suspend or revoke an insurer’s certificate of authority 
if he finds that the insurer: 


(a) Is in unsound condition, or in such condition, or 
using such methods or practices in the conduct of its 
business, as to render its further transaction of insurance 
in Montana injurious or hazardous to its policyholders 
or to the publie. 


(b} Has refused to be examined or to produce its 
accounts, records, and files for examination, or if any 
of its officers have refused to give information with 


respect to its affairs, when required by the commis- 
sioner. 


(e) Has failed to pay any final judgment rendered 
against it in Montana within thirty (30) days after the 
judgment became final. 


(a) With such frequency as to indicate its general 
business practice in Montana, has. without just cause Tre- 
fused to pay proper claims arising under its policies, 
whether any such elaim is in favor of an insured or is in 
favor of a third person with respect to the liability of 
an insured to such third person, or without just cause 
compels such insured or claimant to accept less than the 
amount due them or to employ attorneys or to bring 
suit against the insurer or such an insured to secure full 
payment or settlement of such claims. 


(e) Is affiliated with and under the same general 
management or interlocking directorate or ownership as 
another insurer which transacts direct insurance in Mon- 
tant without having a certificate of authority therefor, 
except as permitted as to a surplus line insurer under 
chapter 9. 


(3) The commissioner may, in his diseretion and 
without advance notice or a hearing thereon, imme- 
diately suspend the certificate of authority of any insurer 
as to which proceedings for receivership, conservator- 
ship, rehabilitation, or other delinquency proceedings, 
have been commenced in any state. 


Section 61, Notice of suspension or revocation; effect 
upon agent’s authority. (1) Upon suspending or revok- 


ing an insurer’s certificate of authority the commus- 
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sioner shall forthwith give notice thereof to the insurer 


and to its agents in this state of record in the commis- 
sioner’s office. 


(2) Such suspension or revocation shall likewise 
automatically suspend or revoke, as the case may be, 
the authority of all such agents to act as agents of the 
insurer in this state, and the commissioner shall so state 
in the notice to agents provided for in subsection (1}. 


{3} In his discretion the commissioner may also pub- 
lish notice of such revocation in one or more newspapers 
of general circulation published in this state. 


Section 62. Duration of suspension; insurer’s obliga- 
tions; reinstatement. (1) Suspension of an insurer’s cer- 
tificate of authority shall be for such period as is fixed 
by the commissioner, in the order of suspension, but not 
to exceed one year. During the suspension the commis- 


sioner may shorten the period thereof by his further 
order. 


(2) During the period of the suspension the insurer 
shall file its annual statement, pay fees, licenses and 


taxes as required under this code as if the certificate had 
continued in full force. 


(3) Upon expiration of the suspension period (if 
within such period the certificate of authority has not 
been terminated) the msurer’s certificate of authority 
shall automatically reinstate, unless the commissioner 
finds that the causes of the suspension haye not been 
removed, or that the insurer is otherwise not in com- 
pliance with the requirements of this code, and of which 
the commissioner shall give the insurer notice not less 
than thirty (30) days in advance of the expiration of 
such period. If not so automatically reinstated the cer- 
tificate of authority shall be deemed to have expired as 
at the end of the suspension period or upon failure of 
the insurer to continue the certificate during the suspen- 
sion period, whichever event shall first occur. 


(4) Upon reinstatement of the insurer’s certificate 
of authority, the authority of its agents in this state to 
represent the insurer shall likewise reinstate. 


(5) The commissioner shall forthwith notify both the 
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insurer and its agents in this state, as shown by his ree- 
ords, of such reinstatement. 


Section 63. Commissioner attorney for service of 
process. (1) Each insurer applying for authority to 
transact insurance in this state shall appoint the com- 
missioner, and his successors in office, as its attorney to 
receive service of legal process issued against it in Mon- 
tana. The appointment shall be made on a form as 
designated and furnished by the commissioner. The ap- 
peintment shall be irrevocable, shall bind the insurer 
and any successor in interest or to the assets or Liabilities 
of the insurer, and shall remain in effect as long as there 
is in foree in Montana any contract made by the insurer 
or obligations arising therefrom. 


(2) Service of such process against a foreign or alien 
insurer shall be made only by service of process upon 
the commissioner, or upon a deputy or other person in 
charge of his office during his absence. Service of process 
against a domestic insurer may be made either upon the 
commissioner or upon the insurer corporation in the 
manner provided by laws applying to corporations gen- 
erally, or upon the insurer’s attorney-in-fact if a domestic 
reciprocal insurer. 


(3) ach insurer at time of application for a certifi- 
eate of authority shall file with the commissioner desig- 
nation of the name and address of the person to whom 
process against it served upon the commissioner is to be 
forwarded. The insurer may change such designation 
by a new filing. 


Section 64. Serving process; time to plead. (1) Du- 
plieate copies of legal process against an insurer for 
whom the commissioner is attorney pursuant to section 
63, shall be served upon the commissioner, or upon his 
deputy or other person in charge of his office during his 
absence. At the time of service the plaintiff shall pay 
to the commissioner three dollars ($3), taxable as costs 
in the action. Upon receiving such service the commis- 
sioner shall promptly forward a copy thereof by certi- 
fied or registered mail to the person last so designated 
by the insurer to receive the same. 


(2) Where process is served upon the commissioner 


Vis 
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as an insurer’s attorney, the insurer shall have thirty 
(30) days within which to appear, answer, or plead after 
date of mailing of the copy thereof by the commissioner, 
exclusive of date of mailing, as provided by subsection 


tL). 


(3) Process served upon the commissioner and copy 
thereof forwarded as in this section provided shall con- 
stitute service thereof upon the msurer. 


Section 65. Annual statement. (1) Each authorized 
insurer shall annually on or before March 1 file with the 
commissioner a full and true statement of its financial 
condition, transactions, and affairs as of the December 
31 preceding. The statement shall be in such general form 
and context as is required or not disapproved by the 
commissioner, and as is in current use for similar reports 
to states in general with respect to the type of insurer 
and kinds of insurance to be reported upon, and as sup- 
plemented for additional information required by the 
commissioner. The statement shall be verified by the 
oath of the imsurer’s president or vice president, and 
secretary, or, if a reciprocal insurer, by the oath of the 
attorney-in-fact or its like officers if a corporation. The 
commissioner may, in his discretion, watve any such veri- 
fication under oath. 


{2} The statement of an alien insurer shall relate only 
to its transactions and affairs in the United States un- 
less the commissioner requires otherwise. If the com- 
missioner requires a statement as to an alien imsurer’s 
affairs throughout the world, the insurer shail file such 
statement with the commissioner as soon as reasonably 
possible. The statement shall be verified by the insurer’s 
United States manager or other officer duly authorized. 


(3) The commissioner may refuse to accept fee for 
continuance of the insurer’s certificate of authority, as 
provided in section 58, or may in his discretion suspend 
or revoke the certificate of authority of any imsurer fail- 
ing to file its annual statement when due. 


(4) At time of filing, the insurer shall pay to the 


commissioner the fee for filme its statement as prescribed 
in section 45. 
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Section 66. Tax. (1) Each authorized msurer, and 
each formerly authorized insurer with respect to premi- 
ums so received while an authorized insurer in this state, 
shall file with the commissioner, on or before March 1 
each year, a report (except as to wet marine and trans- 
portation insuranee taxed under subsection (3) below) 
in form as prescribed by the commissioner showing 
total direct premium income meluding policy, member- 
ship and other fees, premiums paid by application of 
dividends, refunds, savings, savings coupons, and similar 
returns or eredits to payment of premiums for new or 
additional or extended or renewed insuranee, charges 
for payment of premium in installments, and all other 
consideration for insuranee from all kinds and classes 
of insurance whether designated as a premium or other- 
wise, received by it during the preceding calendar year 
on account of policies covering property, subjects, or 
risks located, resident, or to be performed in Montana 
(with proper proportionate allocation of premium as to 
such property, subjects, or risks in Montana insured 
under policies or contracts covering property, subjects, 
or risks located or resident in more than one state), 
after deducting from such total direct premium income 
applicable cancellations, returned premiums, the un- 
absorbed portion of any deposit preminm, the amount of 
reduction in or refund of premiums allowed to industrial 
life policyholders for payment of premiums direct to an 
office of the insurer, all policy dividends, refunds, sav- 
ings, savings coupons and other similar returns paid or 
credited to policyholders with respect to such policies. 
As to title insuranee ‘‘premium’’ includes only the risk 
portion of the charge for such insurance. No deduction 
shall be made of the eash surrender values of policies. 
Considerations received on annuity contracts shall not 
be included in total direet premium income and shall not 
be subject to tax. 


(2) Coineident with the filing of the tax report re- 
ferred to in subsection {1) above, each such insurer shall 
pay to the commissioner a tax upon such net premiums, 
the tax to be computed at the rate of two percent of such 
premiums. 


Provided, that where any insurer has not less than 
fifty percent of its paid-in capital stock invested in Mon- 
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tana securities, the insurer shall be allowed to deduct 
whatever tax it may have already paid to the State of 
Montana and its political subdivisions, during the same 
calendar year as to which premium tax is being paid, 
from the amount: otherwise due under this section. For 
the purpose of this provision ‘‘paid-in capital stock’’ as 
to a mutual or reciprocal insurer shall be deemed to be 
an amount equal to ten percent of the insurer's assets; 
and ‘‘Montana securities’’ shall be deemed to include 
only general obligations of the State of Montana or of 
its political subdivisions, mortgage loans secured by a 
first lien upon real estate located in Montana, and real 
estate located in Montana owned by the insurer, all if 
otherwise lawful investments of the insurer under this 
eode. 


(3) (a) On or before March 1 of each year each 
insurer shall file with the commissioner, on forms as 
prescribed and furnished or accepted by him, a report of 
its gross underwriting profit on wet marine and trans- 
portation insurance, as defined in section 78, written in 
this state during the calendar year next preceding, and 
shall at the same time pay to the commissioner a tax of 
three-quarters of one percent of such gross underwriting 
profit. 


(b) Such gross underwriting profit shall be ascer- 
tained by deducting from the net premiums (ie. gross 
premiums less all return premiums and premiums for re- 
insurance) on such wet marme and transportation in- 
suranee contracts the net losses paid (ie. gross losses 
paid less salvage and recoveries on reinsurance ceded) 
during such calendar year under such eontracts. In the 
ease of insurers issuing participating contracts, such 
gross underwriting profit shall not include for computa- 
tion of the tax prescribed by this subsection (3) the 
amounts refunded, credited or paid as participation divi- 
dends or sayings by such insurers to the holders of such 
coutracts. 


(4) That portion of the tax paid hereunder by an 
insurer on account of premiums received for fire insur- 
ance shall be separately specified in the report as re- 
quired by the commissioner, for apportionment as pro- 
vided by law. Where insurance against fire is inelnded 
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with insurance of property against other perils at an un- 
divided premium, the insurer shall make such reason- 
able allocation from such entire premium to the fire por- 
tion of the coverage as shall be stated in such report and 
as may be approved or accepted by the commissioner. 


(2) No such countersignature shall be made in blank, o™ntersignature. 
The agent may by express written authorization given 
in advanee delegate to his salaried clerical employee the 
power to so countersign in the name of the agent such 
coutracts or classes of contracts as are designated in 


Scope of taxes (5) With respect to authorized imsurers the premium suck authorization, so long as the initials of such em- 

ak tax provided by this section shall be payment in full and ployee are written below the agent’s name on such 
in lieu of all other demands for any and all state, county, countersignature; but the agent shall not thereby dele- 
city, district, municipal, and school taxes, licenses, fees gate, or have power to delegate, to any other person the 
and excises of whatever kind or characier, excepting only power or authority to bind an imsurer with respect to 
those preseribed by this code, taxes on real and tangible any risk not already hound by the agent or other person 
personal property located in this state and taxes payable having clear authority from the msurer so to bind. The 
under section 82-1231, Revised Codes of Montana, 1947 agent shall be responsible for all of the acts of such em- - 
(tax for support of state fire marshal activities), and ployee within the scope of the authority so delegated. 
demands for state, county, city, district, municipal, and The agent shall keep a record of each and all coverages 
school taxes, licenses, fees, and excises made because of countersigned by him or by his authority. 
operations prior to January 1, 1957. (3) This seetion shall not apply to: Exceptions. 

State pre-emption (6) The State of Montana hereby preempts the field (a) Reinsurance. 


of tax fields. : : : bela F é ; 
of imposing excise, privilege, franchise, income, license, 


and similar taxes, licenses, and fees upon insurers and 
their general agents and agents as such, and on the in- 
tangible property of msurers or such agents; and no 
county, city, municipality, district, schoot distriet, or 
other political subdivision or agency in Montana shall 
levy upon insurers, or upon their general agents and 
agents as such, any such tax, license, or fee additional 
to such as are levied by the legislative assembly of Mon- 
tana in this code. 


(b) Life insurance, disability insurance or annuity 
contracts, 


{c) Insurance of the rolling stock, vessels or aircraft 
of any common carrier in interstate or foreign commerce, 
or of any vehicle principally garaged and used in another 
state, or covering any liability or other risks incident to 
the ownership, maintenance or operation thereof. 


(d) Insurance of property in course of transportation 
interstate or in forelgn trade, or any liability or risk 


Enforcement of (7) The commissioner may suspend or revoke the soident. twereto 


seat al certificate of authority of any insurer which fails to pay 


its taxes as required under this section. (e} Insurance of wet marine and transportation risks. 


Applies to ‘fuel (8) The provisions of this section shall apply to tax- (f) With respect to countersignature to policies is- 
December 31, able years beginning after December 31, 1960. ee through agents compensated only by salary or issued 
1960. ¥ insurers not using agents in the general solicitati 
Resident agent Section 67. Besident agent required; countersigna- of business. : ee ene 
required. 


ture; records; exceptions. (1) No authorized insurer 
shall issue a policy covering a subject of insurance resi- 
dent, located, or to be performed im Montana unless the 
7 policy is written through a licensed agent resident in 
Montana of the insurer, nor unless the policy or counter- 
: signature endorsement attached thereto is countersigned 
by such agent. 


(4) Violation of this section shall not invalidate any 
contract otherwise valid as between the insurer and the 
insured. 


Section 68. Salaried personnel cannot countersign; Power to 
exception for emergencies. (1) With respect to policies si aca 
subject to eountersignature requirements under section 
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67, only a licensed agent of the imsurer resident an. Bon: 
iana, whose compensation as such agent is by COmmEEION 
computed as a percentage of the premium received on 
each such poliey written, shall have power to counter- 
sign as required by section 67. 


(2) No branch manager, state agent, special agent, 
oeneral or any other like supervisory agent or any other 
representative of the insurer, whose compensation uhere: 
from is in whole or in part by salary, shall have power 
to countersign such policies or countersignature endorse- 
ments thereto; except, that in an emergency where tt 1s 
necessary that an insurance policy be issued without 
delay and no resident agent of the insurer having power 
to execute the policy is then reasonably available, then 
any other individual having authority therefor from the 
insurer may execute such policy in the first instance mm 
order to make a contract between the insurer and ae 
obligee or the insured, if such policy is subsequently 
eountersigned im fact by such a resident agent. 


Section 69. Policies originating outside state, commis- 
sion of resident agent. (1) As to policies or endorse- 
ments thereto which are subject to countersignature Te- 
quirements under section 67 contracted for or otherwise 
originating outside the boundaries of Montana, there oe 
be payable to the countersigning agent, resident in Mon- 
tana, a commission which shall not be less than five per- 
cent (5%) of the premium charged and received, but 
not to exceed fifty percent (50% ) of the commission 
paid by the insurer, so that a record within Montana will 
be kept of such business and that the state may better 
receive any tax required by law to be paid with respect 
to such insurance. Hf, however, the originating agent or 
broker, or the insurer, desires additional service to be 
rendered during the term of the policy, then the com- 
pensation for such countersigning resident agent shall be 
in such additional amount as igs fixed by mutual agree- 
ment of such parties in interest. 


(2) Except, that if pursuant to the laws of another 
state the countersigning agents of that state retaim as 
commission or compensation with respect to business 
originated by Montana agents more than five percent 
(5%) of the premium, then Montana agents who ae 
tersign policies representing business originated by 
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agents or brokers of such other state shall charge and re- 
ceive a commission in amount not less than that so re- 
ceived by countersigning agents of the other state. 


Section 70. Policies issued at home or branch offices. 
Nothing in sections 67 through 69 shall prevent any in- 
surer from issuing any policy, as to which the resident 
agent or countersignature requirement of section 67 is 
applicable, at its home or branch office, but such policies 
shall be subsequently countersigned, where otherwise 
required, by its avent resident in Montana and the in- 
surer’s licensed agent resident in Montana shall receive 
the commission on such policy when the premium is paid. 
This section does not apply as to life insurance, 


Section 71. Retal‘ation. (1) When by or pursuant to 
the laws of any other state or foreign country any taxes, 
licenses and other fees, in the aggregate, and any fines, 
penalties, deposit requirements or other material obli- 
gations, prohibitions or restrictions are or would be im- 
posed upon Montana insurers, or upon the agents or rep- 
resentatives of such insurers, which are in excess of such 
taxes, icenses and other fees, in the aggregate, or which 
are in excess of the fmes, penalties, deposit require- 
ments or other obligations, prohibitions, or restrictions 
directly imposed upon similar imsurers, or upon the 
agents or representatives of such insurers, of such other 
state or country under the statutes of this state, so long 
as such laws of such other state or country continue in 
foree or are so applied, the same taxes, licenses and 
other fees, in the aggregate, or fines, penalties or deposit 
requirements or other material obligations, prohibitions, 
or restrictions of whatever kind shall be imposed by the 
eommisstoner upon the insurers, or upon the agents or 
representatives of such insurers, of such other state or 
country doing business or seeking to do business in Mon- 
tana. Any tax, license or other fee or other obligation 
imposed by any city, county, or other political subdivi- 
sion or agency of such other state or country on Mon- 
tana insurers or their agents or representatives shall be 
deemed to be imposed by such state or country within 
the meaning of this section. 


(2) This section shall not apply as to personal in- 
come taxes, nor as to ad valorem taxes on real or per- 
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sonal property nor as to special purpose sho rma 
assessments imposed by another state in connection Mt 1 
particular kinds of insurance other than property a 
surance; except that deductions, from premium ae = 
other taxes otherwise payable, allowed on account 0 ae 
estate or personal property taxes paid shall be taken 
into consideration by the commissioner im paaleauers 
the propriety and extent of retaliatory action under this 
section. 


(3) For the purposes of this section the sarauete 
an alien insurer, other than insurers formed under he 
laws of Canada, shall be that state designated by the ae 
surer in writing filed with the commissioner at age 
admission to this state or within six (6) months a te 
the effective date of this code, whichever date is the 
later, and may be any one of the following states: 


(a) That in which the insurer was first authorized 
to transact imsurance; 


(b) That in which is located the insurer’s principal 
place of business in the United States ; 


(c) That in which is held the larger deposit of Bis 
teed assets of the insurer for the protection of its policy- 
holders and creditors in the United States. 


If the insurer makes no such designation its domicile 
shall be deemed to be that state in which is located its 
principal place of business in the United States. 


CHAPTER 4— KINDS OF INSURANCE; LIMITS OF 
RISK; REINSURANCE 


Section 72. Definitions not mutually exclusive. It is 
intended that certain insurance coverages may come 
within the definitions of two or more kinds of apreas 
as defined in this chapter, and the inclusion 0 es 
coverage within one definition shall not exclude : as : 
any other kind of insurance within the defini ie oe 
which such coverage may likewise be reasonably i 
eluded. 


Section 73. ‘‘Life insurance’’ defined. Life insurance 
is insurance on human lives. The transaction of me in- 
surance includes also the granting of endowment oa 
fits, additional benefits in event of death or dismembel 
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ment by accident or accidental means, additional bene- 
fits in event of the insured’s disability, and optional 
modes of settlement of proceeds of Hfe insurance. Tran- 
saction of life insurance does not include workmen’s com- 
pensation insurance. 


Section 74. ‘‘D:sability insurance’’ defined. Dis- 
ability insurance is insurance of human beings against 
bodily injury, disablement, or death by accident or acci- 
dental means, or the expense thereof, or against dis- 
ablement or expense resulting from sickness, and every 
insurance appertaining thereto. Transaction of disability 


insurance does not melude workmen’s compensation in- 
surance. 


Section 75. ‘‘Property insurance” defined. Property 
insuranee is insurance on real or personal property of 
every kind and of every interest therein, whether on 
land, water, or in the air, against loss or damage from 
any and all hazard or cause, and against loss consequen- 
tial upon such loss or damage, other than nonecontractual 
Jegal Lability for any such loss or damage. 


Section 76. ‘‘Casualty insurance’’ defined. {1} Cas- 
ualty insurance includes: (a) Vehicle insurance. Insur- 
ance against loss of or damage to any land vehicle or 
aircraft or any draft or riding animal or to property 
while contained therein or thereon or being loaded or 
unloaded therein or therefrom, from any hazard or cause, 
and against any loss, liability or expense resulting from 
or incidental to ownership, maintenance or use of any 
such vehicle, aircraft or animal; together with insurance 
against accidental death or accidental mjury to indi- 
viduals, including the named insured, while in, entering, 
alighting from, adjusting, repairing, cranking, or caused 
by being strauek by a vehicle, aircraft or draft or riding 
animal, if such insurance is issued as an incidental part 


of insurance on the vehicle, aircraft or draft or riding 
animal, 


(b) Liability msurance. Insurance against legal h- 
ability for the death, injury, or disability of any human 
being, or for damage to property; and provision of medi- 
cal, hospital, surgical, disability benefits to injured per- 
sons and funeral and death benefits to dependents, bene- 
ficiaries or personal representatives of persons killed, 
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irrespective of legal liability of the insured, when ie 
as an incidental coverage with or supplemental to liability 
insurance. 


(ec) Workmen’s compensation and employer's liability. 
Insurance of the obligations accepted by, ahr ee 
or assumed by employers under law for death, disable- 
ment, or injury of employees. 


(d) Burglary and theft. Insurance against loss or 
damage by burglary, theft, lareeny, robbery, forgery, 
fraud, vandalism, malicious mischief, confiscation, or 
wrongful conversion, disposal, or concealment, or ah 
any attempt at any of the foregoing ; including supp . 
mental coverage for medical, hospital, surgical, an 
funeral expense incurred by the named insured or fo 
other person as a result of bodily injury ee e 
commission of a burglary, robbery, or theft by anot er 5 
also insurance against loss of or damage to moneys, colns, 
bullion, securities, notes, drafts, acceptances, or any 
other valuable papers and documents, resulting from 
any cause. 


(e) Personal property floater. Insurance upon per- 
sonal effects against loss or damage from any cause 
under a personal property floater. 


(f) Glass. Insuranee against loss or damage to glass, 
including its lettering, ornamentation, and fittings. 


(g) Boiler and machinery. Insurance sneer 
liability and loss or damage to property or interest e 
sulting from accident to or explosions of boilers, ue 
pressure containers, machinery, or apparatus, and to 
make inspection of and issue certificates of patna 
upon boilers, machinery, and apparatus of any kind, 
whether or not insured. 


(h) Leakage and fire extinguishing equipment: In- 
surance against loss or damage to any property ee in- 
terest caused by the breakage or leakage of sprin a 
hoses, pumps, and other fire extinguishing silage 
or apparatus, water plpes or containers, or by ns . 
entering through leaks or openings in buildings, and in- 
surance against loss or damage to such sprinklers, noses 
pumps, and other fire extinguishing equipment or ap- 
paratus. 
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(i) Credit. Insurance against loss or damage result- Credit. 


ing from failure of debtors to pay their obligations to 


the insured. 


(j) Malpractice. Insurance against legal liability of Malpractice. 


the insured, and against loss, damage, or expense inci- 
dental to a elaim of such liability, and including medical, 


hospital, surgical, and funeral benefits to injured per- 


sons, irrespective of legal liabilit 
out of the death, injury, or disablement of any person, 
or arising out of damage to the economic interest of any 
person, as the result of negligence in rendering expert, 
fiduciary, or professional service. 


(k) Elevator. Insurance against loss of or damage to 
any property of the insured, resulting from the owner- 
ship, maintenance or use of elevators, except loss or dam- 
age by fire, and to make inspection of and issue certifi- 
cates of inspection upon, elevators. 


(1) Livestock. Insurance against loss or damage to 
livestock, and services of a veterinary for such animals. 


(m) Entertainments. Insurance indemnifying the 
producer of any motion picture, television, radio, the- 
atrical, sport, spectacle, entertainment, or similar pro- 
duction, event, or exhibition against loss from interrup- 
tion, postponement, or cancellation thereof due to death, 


accidental injury, or sickness of performers, participants, 
directors, or other principals. 


(n) Miscellaneous. Insurance against any other kind 
of loss, damage, or liability properly a subject of insur- 
ance and not within any other kind of insurance as de- 
fined in this chapter, if such insurance 
by the commissioner as being contra 
policy. 


e is not disapproved 
ry to law or public 


(2) Provision of medical, hospital, surgical, and. 
funeral benefits, and of coverage against accidental 
death or injury, as incidental to and part of other in- 
Surance as stated under subdivisions (a) (vehicle), (b} 
(liability), (d} (burglary), and (j) (malpractice) of 
subsection (1) shall for all purposes be deemed to be the 
same kind of insurance to which it is so incidental, and 


shall net be subject to provisions of this code applicable 
to life or disability insurances. 
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Seetion 77. ‘‘Surety imsurance’’ defined. Surety 1n- 
surance ineludes: 


(1) Fidelity insurance, which is insurance guaran- 
teeing the fidelity of persons holding positions of pubhie 
or private trust. 


(2} Insurance guaranteeing the performance of con- 

re st 
tracts, other than insurance policies, and pee 
and executing bonds, undertakings, and contracts © 
suretyship. 


(3} Insurance indemnifying banks, bankers, Se 
financial or moneyed corporations or associations agains 
check forgery or alteration, or against loss, resulting 
from any cause, of bills of exchange, notes, bonds, securl- 
ties, evidences of debt, deeds, mortgages, warehouse ae 
ceipts or other valuable papers, documents, ee ys 
precious metals and articles made therefrom, jewelry, 
watches, necklaces, bracelets, gems, precious and serml- 
precious stones, including any loss while the — ot 
being transported in armored motor vehicles, y Se : 
or by messenger, but not including any other ees i 
transportation or navigation; also insurance ers es 
or damage to such an insured’s premises or to his sialiae - 
ings, fixtures, equipment, safes, and vaults ereln, 
eaused by burglary, robbery, theft, vandalism or ma- 
licious mischief, or any attempt thereat. 


Seetion 78. ‘‘Marine,’’ ‘‘wet marine and transporta- 
tion’? insurance defined. (1) ‘*Marine imsurance™ in- 
eludes: 


(a) Insurance agamst any and all kinds of loss or 
damage to: 


(i) Y¥essels, eraft, aireraft, cars, automobiles and ¥Ye- 
hicles of every kind, as well as all goods, freights, car- 
goes, merchandise, effects, disbursements, profits, monies, 
bullion, precious stones, securities, choses in action, €Vvl- 
denees of debt, valuable papers, bottomry and respond- 
entia interests and all other kinds of property and in- 
terests therein, in respect to, appertaining to or in con- 
nection with any and all risks or perils of navigation, 
transit, or transportation, including war risks, on oF 
under any seas or other waters, on land or in the air, or 
while being assembled, packed, erated, baled, compressed 
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or similarly prepared for shipment or while awaiting 
the same or during any delays, storage, transshipment, 
or reshipment incident thereto, including marine builder's 
risks and all personal property floater risks, and 


(ii) Person or to property in connection with or ap- 
pertaining to a marine, inJand marine, transit or tran- 
sportation insurance, including liability for loss of or 
damage to either, arising out of or in connection with 
the eonstruction, repair, operation, Maintenance or use 
of the subject matter of such insurance (but not includ- 
ing life insurance or surety bonds nor insurance against 
loss by reason of bodily injury to the person arising out 


of the ownership, maintenance or use of automobiles), 
and 


in) Precious stones, jewels, jewelry, gold, silver and 
other precious metals, whether used in busmess or trade 
or otherwise and whether the same be in course of 
transportation or otherwise, and 


(iv) Bridges, tunnels and other instrumentalities of 
transportation and communication (exeluding buildings, 
their furniture and furnishings, fixed contents and sup- 
plies held in storage) unless fire, tornado, sprinkler leak- 
age, hail, explosion, earthquake, riot and/or civil com- 
motion are the only hazards to be covered; piers, 
wharves, docks and slips, excluding the risks of fire, 
tornado, sprinkler leakage, hail, explosion, earthquake, 
riot and/or civil commotion; other aids to navigation 


and transportation, including dry docks and marine rail- 
ways, against all risks. 


(b) ‘‘Marine protection and indemnity insurance,’’ 
meaning insurance against, or against legal liability of 
the insured for, loss, damage or expense arising out of, 
or incident to, the ownership, operation, chattering, 
maintenance, lise, repair or construction of any vessel, 
craft or mstrumentality in use in ocean or inland water- 
ways, including liability of the insured for personal in- 
jury, illness or death or for loss of or damage to the 
property of another person. 


(2) For the purposes of this code ‘‘wet marine and 
transportation’’ insurance is that part of marine insur- 
ance which includes only: 
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(a) Insuranee upon vessels, crafts, hulls and of in- 
terests therein or with relation thereto; 


i i ’s rl rine wart 
(b) Insurance of marine builder's risks, ma amie 
risks and contracts of marine protection and indemnit} 


insurance ; 


(ce) Insurance of freights and disbursements pertain- 


ing to a subject of insurance coming within this sub- 
section; and 


(d) Insuranee of personal property and interests 


therein, in course of exportation from or pee eee 
into any country, and in course of transporta pani a 
wise or on inland waters, elena : cae 
land, water, or air from point of origin to tale: caer 
tion, in respect to, appertaining to pe ee eee o 
any and all risks or perils of nay aaah penne 
transportation, and while being prepare . me 
awaiting shipment, and during any delays, storage, t 
shipment or reshipment incident thereto. 


Section 79. ‘‘Title insurance’ defined. Title pian 
ance is insurance of owners of property or others hae ing 
an interest therein, or liens or 2 deena anaes 
against loss by encumbrance, or defective titles, 0 
validity, or adverse claim to title. 


Section 80. Limit of risk. A) No insurer sue eG 
tain any risk on any one subject of insurance, be e . 
located or to be performed in this state or elsew anes 
an amount exceeding ten percent (10% ) of its surp 


to policyholders. 


(2) A ‘‘snbject of insurance ’” for the et “i 
this section, as to imsurance against fire and ae 
other than windstorm, earthquake, or other ae um 
hazards, includes all properties insured by t - cane 
curer which are customarily eonsidered by un spe . 
to be subject to loss or damage from the cee ere 
the same occurrence of sueh other hazard msured ag : 


(3) Reinsurance ceded as authorized by ee 81 
of this code shall be deducted in determining = 
tained. As to surety risks, deduction shall also e ee 
of the amount assumed by any established saga . 
co-surety and the value of any security deposilec, 
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pledged, or held subject to the surety’s consent and for 
the surety’s protection. 


(4) As to alien insurers, this section shall relate only Alien insurers. 


to risks and surplus to policyholders of the insurer’s 
United States branch. 


(5) “Surplus to policyholders’’ for the purposes of “surplus to 
this section, in addition to the insurer’s capital and sur- Gene 
pius shall be deemed to include any voluntary reserves 
which are not required pursuant to law, and shall be 
determined from the last sworn statement of the insurer 
on file with the commissioner, or by the last report of 
examination of the insurer, whichever is the more recent 
at time of assumption of risk. 


(6) This section shall not apply to life or disability Exceptions. 
insuranee, title insurance, insurance of wet marine and 
transportation risks, workmen’s compensation insurance, 
employer’s liability coverages, sprinklered risks, nor to 
any policy or type of coverage as to which the maximum 
possible loss to the insurer is not readily ascertainable 
on issuance of the policy. 


Seet:on 81. Reinsurance. (1) An insurer may aecept tener 
reimsurance only of such kinds of risks, and retain risk to accept. 


thereon within such limits, as it is otherwise authorized 
to insure. 


(2) An insurer may reinsure all or part of any par- Authority 
* . . . . to reinsure. 
ticular risk with any solvent insurer authorized to tran- 
sact lnstranee in one or more states and having surplus 
to polieyholders in amount not less than the paid-in cap- 
ital stock required of a domestic stock insurer transact- 
ing like kinds of insurance. 


{3} No eredit shall be allowed to an insurer, as an Requrenee 
asset or as a deduction from lability, for reinsurance as © alien 
ceded to an alien insurer unless such alien insurer has 
surplus to policyhelders in amount not less than the paid- 

In capital stock required of a domestic stock insurer 
transacting like kinds of msurance and is either (a) au- 
thorized to transact msurance in at least one state of the 
United States, or (b) has an attorney-in-fact resident in 


the United States upon whom service of legal process may 
be made. 
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(4) Credit shall be allowed as an asset or as a deduc- 
tion from liability, to any ceding insurer for reinsurance 
ceded to an assuming insurer qualified therefor under 
the foregoing provisions of this section; except that no 
such credit shall be allowed unless the reinsurance 1s 
payable by the assuming insurer on the basis of the ie 
ability of the ceding insurer under the contracts rein- 
sured without diminution because of the insolvency of 
the ceding insurer. 


(5) Upon request of the commissioner an insurer shall 
promptly inform the commissioner in writing of the can- 
eellation or any other material change of any of its re- 
insurance treaties or arrangements. 


(6) This section shall not apply to wet marine and 
transportation insurance. 


CHAPTER 5— ASSETS AND LIABILITIES 


Section 82. ‘‘Assets’? defined. In any determination 
of the financial condition of an insurer, there shall be 
allowed as assets only such assets as are owned by the 
insurer aud which consist of: 


(1) Cash in the possession of the insurer, or in transit 
under its control, and including the true balance of any 
deposit in a solvent bank or trust company. 


(2) Investments, securities, properties and loans ac- 
quired or held in accordance with this code, and im con- 
nection therewith the following items: 


(a) Interest due or accrued on any bond or evidence 
of indebtedness which is not in default and which is not 
valued on a basis including acerued interest. 


(b) Declared and unpaid dividends on stock and 
shares, unless such amount has otherwise been allowed 
as an asset. 


(ec) Interest due or acerued upon a collateral loan in 
an amount not to exeeed one year’s interest thereon. 


(d) Interest due or acerued ov deposits in solvent 
banks and trust companies, and interest due or accrued 
on other assets, if such interest is in the judement of the 
commissioner a collectible asset. 
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{e) Interest due or accrued on a mortgage loan, in 
an amount not exceeding in any event the amount, if any, 
of the excess of the value of the property less delinquent 
taxes thereon over the unpaid principal; but in no event 
shall interest accrued for a period in excess of eighteen 
(18) months be allowed as an asset. 


(f) Rent due or accrued on real property if such rent 
is not in arrears for more than three months, and rent 
more than three months in arrears if the payment of such 
rent be adequately secured by property held in the name 
of the tenant and conveyed to the insurer as collateral. 


(¢g)} The unacerued portion of taxes paid prior to the 
due date on real property. 


(3) Premium notes, policy loans, and other policy 
assets and liens on policies and certificates of life insur- 
ance and annuity contracts and aecrued interest thereon, 
in an amount not exceeding the legal reserve and other 
policy liabilities carried on each individual policy. 


(4) The net amount of uncollected and deferred pre- 
miums and annuity considerations in the ease of a life 
insurer. 


(5) Premiums in the course of collection, other than 
for life insurance, not more than three (3) months past 
due, less commissions payable thereon. The foregoing 
limitation shall not apply to premiums payable direcily 
or indirectly by the United States government or by any 
of its instrumentalities. 


(6) Installment premiums other than life insurance 
premiums to the extent of the unearned premium reserve 
earried on the policy to which premiums apply. 


{7) Notes and like written obligations not past due. 
iaken for premiums other than life insurance premiums, 
on policies permitted to be issued on such basis. to the 
extent of the unearned premium reserves carried thereon. 


(8) The full amonnt of reinsuranee recoverable by a 
ceding insurer from a solvent reinsurer and which re- 
insurance is authorized under section 81. 


(9) Amounts receivable by an assuming insurer rep- 
resenting funds withheld by a solvent ceding insurer 
under a reinsurance treaty. 
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(10) Deposits or equities recoverable from under- 
writing associations, syndicates and reinsuranee funds, 
or from any suspended banking institution, to the extent 
deemed by the commissioner available for the payment 
of losses and claims and at values to be determined by 
him. 


(11) Electronic data processing machines if the cost 
of each such machine is at least one hundred thousand 
dollars, which cost shall be amortized in full over a period 
of not to exceed ten calendar years. 


(12) All assets, whether or not consistent with the 
provisions of this section, as may be allowed pursuant 
to the annual statement form approved by the commis- 
sioner for the kinds of insurance to be reported upon 
therein. 


(13} Other assets, not inconsistent with the provisions 
of this section, deemed by the commissioner to be avail- 
able for the payment of losses and claims, at values to be 
determined by him. 


Section 83. Assets as deductions from liabilities. 
Assets may be allowed as deductions from corresponding 
liabilities, and liabilities may be charged as deductions 
from assets, and deductions from assets may be charged 
as liabilities, in accordance with the form of annual state- 
ment applicable to the insurer as prescribed by the com- 
missioner, or otherwise in his discretion. 


Section 84. Assets not allowed. In addition to assets 
impliedly exeluded by the provisions of section 82 of this 
chapter, the following expressly shall not be allowed 
as assets in any determination of the finaneial condition 
of an insurer: 


(1) Good will, trade names and other like intangible 
assets. 


(2) Advances to officers (other than policy loans) 
whether secured or not, and advances to employees, 
agents and other persons on personal security only. 


(3) Stock of such insurer, owned by it, or any equity 
therein or loans secured thereby, or any proportionate 
interest in such stock acquired or held through the own- 
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ership by such insurer of an interest in another firm, 
corporation or business unit. 


{4} Furniture, fixtures (other than electronic data 
processing machines authorized under seetion 82 (11)), 
furnishings, safes, vehicles, libraries, stationery, litera- 
ture and supplies, except in the case of title insurers such 
materials and plants as the insurer is expressly author- 
ized to invest in under section 129 of this code and except, 
in the case of any insurer, such personal property as the 
insurer is permitted to hold pursuant to chapter 6 of 
this code, or which is acquired through foreclosure of 
chattel mortgages acquired pursuant to section 124 of 
this code, or which is reasonably necessary for the main- 
tenance and operation of real estate lawfully acquired 
and held by the insurer other than real estate used by it 
for home office, branch office and similar purposes. 


(5) The amount, if any, by which the aggregate book 
value of investments as carried in the ledger assets of 
the insurer exceeds the aggregate value thereof as deter- 
mined under this code. 


Section 85. Liabilities, in general. In any determina- 
tion of the financial condition of an imsurer, capital 


stock and liabilities to be charged against its assets shall 
include: 


(1) The amount of its capital stock outstanding, if 
any. 


(2} The amount, estimated consistent with the pro- 
visions of this code, necessary to pay all of its unpaid 
losses and claims incurred on or prior to the date of 
statement, whether reported or unreported, together with 
the expenses of adjustment or settlement thereof. 


{3) With reference to life and disability imsurance 
and annuity contracts: 


{a} The amount of reserves on life insurance policies 
and annuity contracts in force, valued according to the 
tables of mortality, rates of interest, and methods adopted 
pursuant to this code which are applicable thereto. 


(b) Reserves for disability benefits, for both active 
and disabled lives. 


(ce) Reserves for accidental death benefits. 
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(d) Any additional reserves which may be required 
by the commissioner consistent with practice formulated 
or approved by the national association of insurance 
commissioners, on account of such insurance. 


{4) With reference to insurance other than specified 
in subsection (3) of this section, and other than title in- 
surance, the amount of reserves equa! to the unearned 
portions of the gross premiums charged on policies in 
foree, eomputed in aecordanee with this chapter. 


(5) Taxes, expenses and other obligations due or 
acerued at the date of the statement. 


Section 86. Unearned premium reserve. {1) As to 
insurance against joss or damage to property (except as 
provided in section 87}, and as to all general casualty 
insurance and surety insurance, every Insurer shall main- 
tain an unearned premium reserve on all polieies in 
force. 


(2) The commissioner may require that such reserves 
shall be equal to the unearned portions of the gross 
premiums in force after deducting applicable reinsurance 
in solvent insurers as computed on each respective risk 
from the policy’s date of issue. If the commissioner does 
not so require, the portions of the gross premium in 
force, less applicable reinsurance in solvent insurers, to 
be heid as an unearned premium reserve, shall be com- 
puted according to the followimg table: 


Term for Which Poliey Reserve for Unearned 
Was Written Premium 
dP Rar Or OSS tts. A eset e tees % 


 WEALS. crete Ne ee a Wear x 
2ndyear ‘4 
Bo MOBTS: 050s, Nieeiiwnieieen tena SE ORE 3/6 


2nd year % 
3rd year 1/6 

4 WATS cc hake ce ear Ff 
2ndyear % 
: 3rdyear 3% 
4thyear 1% 
NOATS sieht hai St year: oe iG 
2nd year 7/10 
3rd year 


wi 
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4th year 3/10 
oth year 1/10 
OOF By NCATE IA icc sles es pro rata 


(3) In heu of computation according to the foregoing 
table, the insurer at its option may compute all of sueh 
reserves on a monthly or more frequent pro rata basis. 


(4) After adopting a method for computing such re- 
serve, an insurer shall not change methods without ap- 
proval of the commissioner. 


(5) This section does not apply to title insurance. 


Section 87. Unearned premium reserve for marine 
and transportation insurance. As to marine and transpor- 
tation insuranee, the entire amount of premiums on trip 
risks not terminated shall be deemed unearned; and the 
commissioner may require the insurer to carry a reserve 
equal to one hundred percent (100% } of premiums on 
trip risks written during the month ended as of the date 
of statement. 


Section 88. Reserve for disability insurance. For all 
disability insurance policies the insurer shall maintain 
an active life reserve which shall place a sound value on 
its liabilities under such policies and be not less than the 
reserve according to appropriate standards set forth in 
regulations issued by the commissioner and, in no event, 
less in the aggregate than the pro rata TOSS unearned 
premiums for such policies. 


Section 89. Loss reserves, liability insurance and 
workmen’s compensation. Where required i in the form of 
annual statement required of the insurer, the reserve for 
outstanding losses under insurance against loss or dam- 
age from accident to or injuries suffered by an employee 
or other person and for which the insured is liable, shall 
be computed as follows: 


(1) For all liability suits being defended under 
policies written more than: 


(a) Ten (10) years prior to the date as of which the 
statement is made, $1,500 for each suit. 


(b) Five (5) or more and less than ten (10) years 
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prior to the date as of which the statement is made, 
$1,000 for each suit. 


{c) Three (3) or more and jess than five (5) years 
prior to the date as of which the statement is made, $850 
for each suit. 


(2) For alk lability policies written during the three 
(3) years immediately preceding the date as of which 
the statement is made, the reserve shall be sixty percent 
(60% ) of the earned liability premiums of each of such 
three (3) years less all losses and expense payments 
made under liability policies written in the correspond- 
ing years; but in any event, such reserve shall for the 
first of such three (3) years be not less than $750 for 
each outstanding liability suit on such year’s policies. 


(3) For all workmen’s compensation claims under 
policies written more than three (3) years prior to the 
date as of which the statement is made, the reserve shall 
be the present value at four percent (4%) interest of 
the determined and the estimated future payments. 


(4) For all workmen’s compensation claims under 
policies written in the three (3) years immediately pre 
ceding the date as of which the statement is made, sue 
reserve shall be sixty-five percent (65%) of the earned 
compensation premiums of each of such three years, less 
all loss and loss expense payments made in eonnection 
with such claims under policies written in the correspond- 
ing years. But in any event in the case of the first year 
of any such three-year period, such reserve shall be not 
less than the present value at four percent (4% } yuterest 
of the determined and the estimated unpaid compensa- 
tion claims under policies written during such year. 


Section 90. Inerease of inadequate reserves. If se 
experience shows that an insurer’s loss reserves, how- 
ever computed or estimated, are inadequate, the com- 
missioner shall require the insurer to maintain loss re- 
serves in such increased amount as is needed to make 


them adequate. 


Section 91. Title insurance reserves. In addition to an 
adequate reserve as to outstanding losses as required 
under section 85, a title insurer shall maintain a guar- 
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anty fund or unearned premium reserve of not fess than 
an amount computed as follows: 


(1) Ten percent (10%) of the total amount of the 
risk premiums written in the calendar year for title in- 
surance contracts shall be assigned origmally to the 
reserve. 


(2) During each of the twenty (20) years next fol- 
lowing the year in which the title insurance contract was 
issued, the reserve applicable to the contract may be re- 


duced by five percent (5%) of the original amount of 
such reserve, 


Section 92. Standard valuation law—Life insurance. Standard 


od te valuation law— 
(1) The commissioner shall annually value, or cause to life insurance 


be valued, the reserve liabilities (hereinafter called re- 
serves) for all outstanding life insuranee policies and 
annnity and pure endowment contracts of every life in- 
surer doing business in this state, and may certify the 
amount of any such reserves, specifying the mortality 
table or tables, rate or rates of interest and methods (net 
level premtum method or other) used in the ecaleulation 
of such reserves. In ealeulating such reserves, he may 
use group methods and approximate averages for frac- 
tions of a year or otherwise. In the case of an alien in- 
surer, such valuation shall be limited to its insurance 
transactions in the United States. For the purpose of 
making such valuation the commissioner may employ a 
competent actuary who shall be paid by the insurer for 
which the service is rendered; but a domestic insurer 
may make such valuation and it may be received by the 
commissioner upon satisfactory proof of its correctness. 
In lieu of the valuation of the reserves herein required 
of any foreign or alien insurer, the commissioner may 
aceept any valuation made, or caused to be made, by 
the insurance supervisory official of any state or other 
jurisdiction when such valuation complies with the min- 
imum standard herein provided and if the offieial of 
such state or jurisdiction accepts as sufficient and valid 
for all legal purposes the certificate of valuation of the 
commissioner when such certificate states the valuation 
to have been made in a specified manner according to 
which the aggregate reserves would be at least as large 
as if they had been computed in the manner prescribed 
by the law of that state or jurisdiction. 
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Any insurer which at any time shall have adopted any 
standard of valuation producing greater aggregate re- 
serves than those ealeulated according to the mmimum 
standard herein provided may, with the approval of the 
eomniissioner, adopt any lower standard of valuation, 
but not Jower than the minimum herein provided. 


(2) This subsection shall apply to only those policies 
and contracts issued prior to the operative date of section 
325 (the standard nonforfeiture law). 


The minimum standard of valuation on all policies of 
domestie life insurers issued prior to January 1, 1922. 
shall be the American experience table of mortality and 
interest at three and one-half percent (314%) per an- 
num, with preliminary term insurance for the first policy 
year, and for policies of such insurers issned subsequent 
to December 31, 1921, shali be the American experience 
table of mortality with interest at three and one-half 
pereent (314%) per annum, with preliminary term in- 
suranee for the first policy year, exeept as follows: If 
the premium charged for term insurance under a limited 
payment life preliminary term policy providing for the 
payment of all premiums thereon in less than twenty 
(20) years from the date of the policy, or under an en- 
dowment preliminary term poltey, exceeds that charged 
for life insuranee under twenty (20) payment life pre- 
liminary term policies of the same insurer, the reserve 
thereon at the end of any vear, including the first, shall 
not be less than the reserve on a twenty (20) payment 
life preliminary term policy issued in the same year and 
at the same age, together with an amount which shall 
be equivalent to the accumulation of a net level premium 
reserve sufficient to provide for a pure endowment at 
the end of the premium payment period equal to the dif- 
ference between the value at the end of such period of 
such a twenty (20) payment life preliminary term policy 
and the full net level premium reserve at such time of 
such a limited payment life or endowment policy. 


Reserves for all such policies and contracts may be 
caleulated, at the option of the msurer, aceerding to any 
standards which produce greater aggregate reserves for 
all such policies and contracts than the minimum re- 
serves required by this subsection. 
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(3) This subsection shall apply to only those policies 
and contracts issued on or after the operative date of 
section 325 (the standard nonforfeiture law) 


(a) The Inininum standard for the valuation of all 
such policies and contraets shall be the commissiouer’s 
reserve valuation method defined in subdivision (b), 
three and one-half pereent (314%) interest, and the 
following tables: . 


(1) For all ordinary policies of life insurance issued 
on the standard basis, excluding any disability and ac- 
eidental death benefits in such policies,—the commis- 
Sloners 1941 standard ordinary mortality table; except 
that for any category of such policies issued on feriale 
risks, modified net premiums and present values, referred 
to in subdivision (b), may be calcuiated, at the option of 
the insurer with the approval of the commissioner, ac- 


eording to an age vounger than the actual ave of the 
insured. 


(ii) For all industrial life insurance policies issued 
on the standard basis. excluding any disability and ac- 
eidental death benefits in such policies,—the 1941 stand- 
ard industrial mortality table. 


(1) For annuity and pure endowment contracts, ex- 
eluding any disability and accidental death benefits in 


oe policies,— the 1937 standard annuity mortality 
table. : 


(iv) For total and permanent disability benefits in or 
supplementary to ordinary policies or contracts—elass 
(3) disability table (1926) which, for active lives, shall 
be combined with a mortality table permitted for caleu- 
lating the reserves for life insurance policies. 


(v) For aecidental death benefits in or supplemen- 
tary to policies—the inter-eompany double indemnity 
mortality table combined with a mortality table permit- 
ted for caleulating the reserves for life insurance 
policies. 


(vi) For group life insurance, life insurance issued 
on the substandard basis and other special benefits— 


such tables as may be approved by the commissioner. 
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(b} Reserves according to the commissioners reserve 
valuation method, for the life insurance and endowment 
benefits of policies providing for a uniform amount of 
insuranee and requiring the payment of uniform pre- 
miums shall be the excess, if any, of the present value, 
at the date of valuation, of such future guaranteed bene- 
fits provided for by such policies, over the then present 
value of any future modified net premiums therefor. The 
modified net premiums for any such policy shail be such 
uniform percentage of the respective contract premiums 
for such benefits that the present value, at the date of 
issue of the policy, of all such modified net premiums 
shall be equal to the sum of the then present value of 
such benefits provided for by the policy and the excess 
of (A) over (B), as follows: 


(A) A net level annual premium equal to the present 
value, at the date of issue, of such benefits provided for 
after the first policy year, divided by the present value, 
at the date of issue of an annuity of one per annum 
payable on the first and each subsequent anniversary 
of such policy on which a premium falls due; provided, 
however, that such net level annual premium shall not 
exceed the net level annual premium on the nineteen year 
premium whole life plan for insurance of the same amount 
at an age one year higher than the age at issue of such 


policy. 
(B) <A net one year term premium for such benefits 
provided for in the first policy year. 


Reserves according to the commissioners reserve valu- 
ation method for (i) life insurance policies providing 
for a varying amount of insurance or requiring the pay- 
ment of varying premiums, (ii) annuity and pure endow- 
ment contracts, (ili) disability and accidental death bene- 
fits in all policies and contracts, and (iv) all other bene- 
fits, except life insurance and endowment benefits in life 
insuranee policies, shall be calculated by a method con- 
sistent with the principles of this subdivsion (b). 


(ec) In no event shall an insurer’s aggregate reserves 
for all life insurance policies, excluding disability and 
aecidental death benefits, be less than the aggregate re- 
serves calculated in accordance with the method set forth 
‘in subdivision (b) and the mortality table or tables and 
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of interest used shall not be higher than the corres 


ing rate or rates of interest used 


pond- 
mm calculating any non- 


forfeiture benefits provided for therein. Provided, how- 


ever, that reserves for participating life insy 


cles may, with the consent of th 
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Section 93. Deposit of reserves, 


(1) Domestie life insurers shall de 
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(2) Annually on or before April 1, the insurer shall 
so deposit any additional sueh securities required under 
subsection (1) and related to the imerease of such re- 
serves during the calendar year next preceding, as de- 
termined from the insurer’s annual statement as at De- 
cember 31 of such preceding year. 


(3) A domestic stock life msurer may credit toward 
such deposit the amount of any other deposit of the in- 
surer held under chapter 7 for the protection of its 
policyholders or of its policyholders and ereditors. 


{4} Deposits of the reserves of a domestic hfe insurer 
under this section shall consist of securities and assets 
acquired in accordance with chapter 6 of this code except 
as follows: 


(a) Common stocks acquired under section 113 and 
investment trust securities acquired under section 117 
shall be eligible for deposit only to the extent of fifty 
percent of the value at which they are earried in the last. 
financia] statement on file with the commissioner or 
their cost if acquired sinee the date of the last statement 


on file. 


{b) Securities acquired under section 122 (miscel- 
janeous investments) shail not be eligible for deposit. 


(c} Only real estate acquired under section 125 (1) 
shall be eligible for deposit, and in no ease shall the value 
of such real estate for deposit purposes exceed the orig- 
inal cost. 


{5) Real estate mortgage loans, chattel mortgage 
loans and policy loans may be made a part of the de- 
posit by filing a verified statement of the loans with the 
commissioner, which statement shall be subject to audit 
at all times by the commissioner. Nonnegotiable securi- 
ties where deposited with the commissioner shall be ac- 
companied by transfer powers in due form. If the in- 
surer uses the home office real estate under section 125 
(1) as a deposit, a deed of trust to the commissioner 
shall be completed in due form and recorded prior to 
being deposited with the commissioner. 


(6) If default occurs in the payment of interest or 
principal of any deposited security and such default con- 
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i rty. (1) Real property investment at the time it was made, and which the insurer 
Ailsa of Section 96. Valuation of property. . 


purchase money 


Hy La + rT 
real and personal. acquired pursuant to a mortgage loan or contract fo 


sale, in the absence of a recent appraisal deemed by the 
commissioner to be reliable, shall not be valued at an 
amount greater than the unpaid principal of the de- 
faulted loan or contract at the date of such acquisition, 
together with any taxes and expenses paid or incurred m 
connection wiih such acquisition, and the cost of ar 
provements thereafter made by the insurer and any 
amounts thereafter paid by the insurer on assessments 
levied for improvements in connection with the property. 


(2) Other real property held by an insurer shall not 
be valued at an amount in excess of fair value as deter- 
mined by recent appraisal. If valuation is based on an 
appraisal more than three years old, the annie 
niay at his discretion call for and require a new appraisa 
in order to determine fair value. 


(3) Personal property acquired pursuant to chattel 
mortgages made in accordance with section 124 shall not 
be valued at an amount greater than the unpaid balanee 
of principal on the defaulted loan at the date of aequ- 
sition, together with taxes and expenses ineurred in con- 
nection with such acquisition, or the fair value of such 
property, whichever amount is the lesser. 


Section 97. Valuation of purchase money mortgages. 
Purchase money mortgages on real property referred to 
in subsection (1) of section 96 of this chapter shall be 
valued in an amount not exceeding the acquisition cost 
of the real property covered thereby or ninety percent 
(90%) of the fair value of such real property, which- 
ever is less. 


CHAPTER 6— INVESTMENTS 


Section 98. Scope of chapter. Except as to section 
131, this chapter shall apply to domestic msurers only. 


Section 99. Eligible investments. (1) Insurers shall 
invest in or lend their funds on the security of, and shall 
hold as invested assets, only eligible investments as pre- 
scribed in this chapter. 


(2) Any particular investment held by an insurer on 
the effective date of this code, and which was a legal 
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was legally entitled to possess immediately prior to such 


effective date, shall be deemed to be an eligible invest- 
ment. 


(3) Elbgibility of an investment shall be determined 
as of the date of its making or acquisition, except as 
stated in subsection (2} above. 


(4) Any investment limitation based upon the amount 
of the insurer’s assets or particular funds shall relate to 
such assets or funds as shown by the insurer’s annual 
statement as of the December 31 next preceding date of 
acquisition of the investment by the insurer, or as shown 


by a current financial statement filed with the commis- 
sioner, 


Section 100. General qualifications. (1) No security 
or investment {other than real and personal property 
acquired under seetion 125 (real estate) of this chapter) 
shall be eligible for aequisition unless it is interest bear- 
ing or interest aceruing or dividend or income paying, 
if not then in default in any respect, and the insurer is 
entitled to receive for its exclusive account and benefit 
the terest or income aceruing thereon. 


(2) No Security or investment shall be eligible for 
purchase at a price above its market value. 


(3) No provision of this chapter shall prohibit the 
acquisition by an insurer of other or additional securities 
or property if reccived as a dividend or as a lawful dis- 
tribution of assets, or under a lawful and bona fide agree- 
ment of bulk reinsurance, merger, or consolidation. Any 
investment so acquired which is not otherwise eligible 
under this chapter shall be disposed of pursuant to see- 
tion 127 if personal property or securities, or pursuant 
to section 126 if real property. 


Section 101. Authorization of investment. An insurer 
shall not make any investment or loan (other than poliey 
Joans or annuity contract loans of a life Insurer) unless 
the same is authorized or approved by the insurer’s board 
of directors or by a committee authorized by such board 
and charged with the supervision or making of such in- 
vestment or loan. The minutes of auy such comniittee 
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shall be recorded and regular reports of such committee 
shalt be submitted to the board of directors. 


Section 102. Diversification of investments. An in- 
surer shall invest in or hold as admitted assets categories 
of investments only within applicable limits as follows: 


(1) One person. An insurer shall not, except with the 
consent of the commissioner, have at any one time any 
combination of investments in or loans upon the security 
of the obligations, property, or securities of any one 
person, or insurer, aggregating an amount exceeding five 
percent of the imsurer’s assets. This restriction shall not 
apply as to general obligations of the United States of 
America or of any state or include policy loans made 
under seetion 118, 


(2) Voting stock. An insurer shall not invest in or 
hold at any one time more than ten percent of the out- 
standing voting stock of any corporation, except with 
the consent of the commissioner given with respect to 
voting rights of preference stock during default of divi- 
dends. This provision does not apply as to stock of a 
wholly-owned subsidiary of the insurer or to controlling 
stock of an insurer acquired under section 114. 


(3) Minimum capital. An insurer (other than title — 


insurer) shall invest and maintain invested funds not 
less in amount than the minimum paid-in capital stock 
required under this code of a domestic stock insurer 
transacting like kinds of insurance, only im cash and the 
securities provided for under the following sections of 
this chapter: Seetion 103 (U. 8. or Canadian government 
obligations}, section 105 (state, county, municipal, ete.. 
obligations), and section 123 (real estate mortgages). 


(4) Life insurance reserves. A life insurer shall also 
invest and keep invested its funds in amount not less 
than the reserves under its life insurance policies and 
annuity contracts (other than variable annuities} in 
force, in cash and/or the securities or investments pro- 
vided for under section 93. 


(5) Corporate obligations. Except with the commis- 
sioner’s consent, an insurer shall not have invested at 
any one time more than twenty percent of its assets in 
the class of securities described in section 111 {corporate 
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bonds and debentures), exclusive of obligations of publie 
utilities. 


(6) Common stocks. An insurer may invest and have Common stocks, 
invested at any one time in aggregate amount not more 
than ten percent of its assets in all stocks under sections: 
113 (common stocks), 114 (insurance stocks), and 117 
(investment trust certificates). Determination of the 
amount which an insurer has invested in common stocks 
for the purposes of this provision shall be based on the 
cost of such stocks to the insurer. This provision shall 
not apply as to stock of a controlled or subsidiary insur- 


ance corporation or other corporations under sections 
114 and 115. 


(7) Miscellaneous. Except with the commissioner's Miscellaneous. 
consent, an insurer shall not have invested at any one 
time more than ten percent of its assets in the class of 
sectirities described in any one of the following sections: 
Sections 107 (improvement distriet obligations) 112 
{preferred or guaranteed stock), and 116 (equipment 
trust certificates). 


(8) Other specifie limits. Limits as to investments in other 
the category of real estate shall be as provided in section “P°t%s Nmits. 
125; and other specific limits shall apply as stated in 
the seetions dealing with other respective kinds of in- 
vestments. 


Section 103. United States or Canadian government United states 
obligations. An insurer may invest in bonds. notes, war- Seni 
rants and other evidences of indebtedness srhich aes di- obligations. 
rect obligations of the United States of America or of 
Canada or for which the full faith and eredit of the 
United States of America or of Canada is pledged for the 


payment of prineipal and interest. 


Section 104. Loans guaranteed by the United States Loans guaranteed 
or Canada. An insurer may invest in loans guaranteed bY Uniled States 
as to principal and interest by the Umited States of cas 
America or Canada, or by any agency or instrumentality 
of the United States of America or Canada. . 


Sectio a ici 
i s n 105. State, county, municipal, and school ob- State, county, 
igations. An insurer may invest any of its funds in Municipal. school, 
aay ch : ; g ’ : : obligations. 
vr other evidences of indebtedness which are gen- 
eral obligations of, or are secured by pledge of specific 
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revenues by, this state or of any other state of the United 
States or province of Canada, or of any of the sues 
or incorporated cities or towns, or duly organized schoo 
districts, or other taxing districts of such states or 
provinces. 


Section 106. Revenue bonds. An insurer May invest 
in bonds, notes or evidences of indebtedness of any state 
of the United States or province of Canada or any po- 
litical subdivision thereof or any agency or instrumen- 
tality of any of the foregoing, which are payable from 
revenues or earnings specifically pledged for the pay- 
ment of the principal and interest on such obligations, 
and for the payment of which a lawful sinking fund or 
reserve fund has been established and is bemg main- 
tained. 


Section 107. Improvement district obligations. An in 
surer may invest in bonds, notes or evidences of indebted- 
ness issued by any local improvement district m this or 
anv other state to finance local improvements authorized 
by law, if the principal and interest of such sea Sea 
is payable from assessments on real property lens i 
local improvement district. No such investment shall be 
made if the face value of all such obligations, together 
with all similar obligations of such improvement district 
outstanding, exceed fifty percent (50%) of the market 
value of the real property and improvements upon which 
such bonds or the assessments for the payment of rw 
cipal and interest thereon are liens inferior only to the 
liens for general ad valorem property taxes. 


Section 108. Irrigation district obligations. An insurer 
may invest in the bonds, notes or evidences of indebted- 
ness of any irrigation district organized under the laws 
of Montana. 


Section 109. Obligations, stock of certain federal 
agencies. An insurer may invest in the obligations, and / 
or stock where stated, of the followimg agencies of the 
covernment of the United States of America, whether 
ce not such obligations are guaranteed by such govern- 


ment: 
(1) Commodity eredit corporation. 


(2) Federal intermediate credit banks. 
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(3) Federal land banks. 
(4) Central bank for cooperatives. 
(5) Federal home loan banks, and stock thereof. 


(6) Federal national mortgage association, and stock 
thereof when acquired in connection with sale of mort- 
gage loans to such association. 


(7) Any other similar agency of the government of 
the United States of America and of similar financial 
quality. 


Section 110. International bank. An insurer may in- 
vest in obligations issued, assumed or guaranteed by the 
international bank for reconstruction and development. 


Section 111. Corporate bonds and debentures. (1) 
An insurer may invest in bonds, debentures, notes and 
other evidences of indebtedness issued, assumed or guar- 
anteed by any solvent institution existing under the laws 
of the United States of America or of Canada, or any 
state of province thereof, which are not in default as to 
principal or interest and which are secured by adequate 
collateral and bear fixed interest and if during each of 
any three, ineluding either the last two, of the five fiseal 
years next preceding the date of acquisition by the in- 
surer, the net earnings of the issuing, assuming or guar- 
anteeing institution available for its fixed charges, as 
hereinafter defined, shall have been not less than one 
and one-quarter times the total of its fixed charges for 
such year. In determining the adequacy of collateral 
security, not nore than one-third of the total value of 
such required collateral shall consist of common stock. 


(2) An insurer may invest in secured and unsecured 
obligations of such institutions (other than obligations 
described in subsection (1) bearing interest at a fixed 
rate, with mandatory principal and imterest due at speci- 
fied times, if the net earnings of the issuing, assuming 
or guaranteeing institution available for its fixed charges 
for a period of five (5) fiscal years next preceeding the 
date of acquisition by such insurer have averaged per 
year not less than one-and-one-half times its average an- 
nual fixed charges applicable to such period and if dur- 
ing either of the last two (2) years of such period such 
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net earnings have been not less than one and one-half 
times its fixed charges for such year. 


(3) An insurer may invest in adjustment, income, or 
other coutingent interest obligations of such institutions 
if the net earnings of the issuing, assuming or guaran- 
teeing institution available for its fixed charges for a 
period of five fiseal years next preceding the date of 
acquisition by the insurer shall have averaged per year 
not less than one and one-half times the sum of its aver- 
age annual fixed charges and its average annual maxi- 
mum contingent interest applicable to such period and 
if during either of the last two years of such period such 
net earnings shali have been not less than one and one- 
half times the sum of its fixed charges and maximum 
contingent interest for such year. 


{4} Within the meaning of this section, the term 
“net earnings available for fixed charges’’ means net in- 
come after deducting operating and maintenance ex- 
penses, taxes other than federal mcome taxes, deprecia- 
tion and depletion, but excluding extraordinary non-re- 
curring items of income or expense appearing in the 
regular financial statements of the issuing, assuming or 
guaranteeing institutions. The term ‘“‘fixed echarges”’ 
shall inelude interest on funded and and unfunded debt, 
amortization of debt discount, and rentals for leased 
properties. 


Seetion 112. Preferred or guaranteed stock. An in- 
slirer may invest in preferred or guaranteed stocks or 
shares of any solvent institution existing under the laws 
of the United States of Ameriea or of Canada, or of any 
state or province thereof, if all of the prior obligations 
and prior preferred stocks, if any, of such institution at 
the date of acquisition of the investment by such insurer 
are eligible as investments under this chapter and if the 
net earnings of such institution available for its fixed 
charges during each of the last two (2} years have been, 
and during each of the last five (5) years have averaged, 
not less than one and one-half times the sum of its aver- 
age annual fixed charges, if any, its average annual maxi- 
mum contingent interest, if any, and its average annual 
preferred dividend requirements. For the purposes of 
this section such computation shall refer to the fiscal 
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years immediately preceding the date of acquisition of 
the investment by the insurer, and the term ‘‘preferred 
dividend requirement’’ shall be deemed to mean eumu- 
lative or noncumulative dividends, whether paid or not. 


Seetion 113. Common stocks. Au insurer may invest 
in nonassessable common stocks, other than insurance 
stocks, of any solvent corporation existing under the 
laws of the United States of America or of Canada, or 
any state or province thereof, if cash or stock dividends 
have been earned and paid on its common stock in each 
of the five fiscal years preceding such acquisition; and 
if, further, all prior obligations or preference stock of 
such corporation, if any, are eligible for investment 
under this chapter. If the issuing corporation has not 
been in legal existence for the whole of the five preeed- 
ing fiseal years but was formed as a consolidation or 
merger of two or more businesses, the test of eligibility 
for investment of its common stock under this section 
shall be based upon consolidation pro-forma statements 
of the predecessor or constituent institutions. 


Section 114. Insurance stocks. (1) An imsurer may 
invest in the stocks of other solvent insurers formed 
under the laws of this or another state, whieh stocks 
meet the applicable requirements of sections 112 (pre- 
ferred or guaranteed stock) and 113 (common stocks). 


(2) With the commissioner’s consent an insurer may 
aequire and hold the controlling interest in the out- 
standing voting stock of another stock insurer formed 
under the laws of this or another state. All stocks under 
this subsection shall be subjeet to the limitation as to 
amount as provided in section 115. 


Section 115. Stocks of subsidiaries. With the com- 
missioner’s consent an insurer may invest in the stock 
of its wholly-owned subsidiary insurance corporation; or 
in the stock of its wholly-owned subsidiary busmess 
corporation formed under the laws of this state and 
necessary and incidental to the convenient operation of 
the insurer’s insurance business or to the administration 
of any of its investments. All of the imsurer’s investments 
under this section, together with its investments in in- 
surance stocks under section 114 (2), shall not at any 
time exceed the amount of the investing insurer's surplus, 
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if a life insurer, or its surplus to policyholders if other 
than a life insurer. 


Section 116. Equipment trust certificates. An insurer 
may invest in equipment trust obligations or certificates 
adequately secured and evidencing an interest in trans- 
portation equipment, wholly or in part within the United 
States of America, which obligations or certificates carry 
the right to receive determined portions of rental, pur- 
chase, or other fixed obligatory payments to be made for 
the use or purchase of such transportation equipment. 


Section 117. Investment trust securities. An insurer 
may invest in the securities of any management type in- 
vestment company or investment trust registered with 
the Federal Securities and Exchange Commission under 
the Investment Company Act of 1940 as from time to 
time amended, if such investment company or trust has 
assets not less than fifty million dollars ($50,000,000) as 
at date of investment by the insurer. 


Section 118. Policy loans. A life insurer may lend to 
its policyholder upon pledge of the policy as collateral 
security, any sum not exceeding the cash surrender value 
of the policy; or may lend against pledge or assignment 
of any of its supplementary contracts or other contracts 
or obligations, so long as the loan is adequately secured 
by such pledge or assignment. Loans so made are eligible 
investments of the insurer. 


Section 119. Collateral loans. An insurer may lend 
and thereby invest its funds upon the pledge of securities 
eligible for investment under this chapter. As at date 
made, no such loan shali exceed in amount seventy-five 
percent (75%) of the market value of such collateral 
pledged. The amount so loaned shall be ineluded pro 
rata in determining the maximum percentage of funds 
permitted under this chapter to be invested in the re- 
spective categories of securities so pledged. 


Section 120. Savings and loan. To the extent that 
such an account is insured by the Federal Savings and 
Loan Insurance Corporation, an insurer may invest in 
share or savings accounts of savings and loan and build- 
ing and loan associations. 


Section 121. Foreign securities. An imsurer author- 
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ized to transact insurance in a foreign country may 
make investments, in aggregate amount not exceeding 
its deposit and obligations inenrred in such eountry, in 
securities of or in such country possessing characteristics 
and of a quality similar to like investments required 
pursuant to this chapter for investments in the United 
States of America. Canadian securities eligible for in- 
vestment under other provisions of this chapter are not 
subject to this section, 


Section 122. Miscellaneous investments. (1} An in- 
surer may make loans or investments not otherwise ex- 
pressly pernutted under this chapter, in ageregate 
amount not over five percent of the insurer’s assets and 
not over one percent of such assets as to any one such 
loan or investment, if such loan or investment fulfills 
the requirements of section 100 and otherwise qualifies 
aS a sound investment. But no such loan or investment 
shall be represented by: 


(a} Any item described in section 84 (assets not 
allowed) of this eode, or any loan or investment other- 
wise expressly prohibited. 


(b) Agents’ balances, or amounts advanced to oy 
owing by agents or former agents of the insurer, whether 
or not secured; except as to policy loans, mortgage loans, 
and collateral loans otherwise authorized under this 
chapter. 


(ce) «Any category of loans or investments eligible 
uuder auy other provisions of this chapter. 


(d} Any asset theretofore acquired or held by the 
insurer under any other category of loans or investments 
eligible under this chapter. 


(2) The insurer shall keep a separate record of all 
joans and investments made under this section. 


Section 123, Real estate mortgages. (1} An insurer 
may invest any of its funds in bonds, notes or other evi- 
denees of indebtedness whieh are secured by first mort- 
gages or deeds of trust upou improved real property 
located in the United States or Canada, or which are 
secured by first mortgages or deeds of trust upon lease- 
hold estates having an unexpired term of uot less than 
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twenty-one (21) years (inclusive of the term or terms 
which may be provided by enforceable options of re- 
newal) in improved real property located in the Umited 
States or Canada. In all eases the security for the loan 
must be a first lien upon such real property, and there 
must not be any condition or right of re-entry or for- 
feiture not insured against, under which, in the case of 
real property other than leaseholds, such lien can be 
eut off or subordinated or otherwise disturbed or under 
which, in the ease of leaseholds, the insurer is unable 
to continue the lease in force for the duration of the 
joan. Nothing herein shall prohibit any investment by 
reason of the existence of any prior lien for ground 
rents, taxes, assessments or other similar charges not yet 
delinquent. This section shall not be deemed to prohibit 
investment in mortgages or similar obligations when 
made under section 121 (foreign securities). 


(2) ‘Improved real estate’” means all farm lands 
used for tillage, crop, or pasture, timberlands, and all 
real estate on which permanent improvements suitable 
for residence, institutional, commercial or industrial use 
are situated. 


(3) No such mortgage loan or loans made or acquired 
by an Insurer on any one property shall, at the time of 
investment by the insurer, exceed the larger of the 
following amounts as applicable: 


(a) Two-thirds of the value of the real property or 


- leasehold securing the same; or 


(b) The amount of any insurance or guaranty of sueh 
loan by the United States of America or by any agency 
or instrumentality thereof; or 


(e) Two-thirds of the value of the real property or 
leasehold seeuring the same, plus the amount by which 
the excess of such loan over such two-thirds is insured 
or guaranteed by the United States of Ameriea or by any 
agency or instrumentality thereof. 


Except, that in the case of a purchase Money mortgage 
given to secure the purchase price of real estate sold by 
the insurer, the amount so loaned or invested shall not 
exeeed the unpaid portion of the purchase price. 
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(4) No such mortgage loan or loans shall be made or 
acquired by an insurer except after an appraisal made 


by a qualified appraiser for the purpose of such invest- 
ment. 


(5) No such mortgage loan made or acquired by an 
insurer which is a participation or a part of a series or 
issue secured by the same mortgage or deed of trust shall 
be a lawful investment under this section mnless the en- 
tire serles or issue which is secured by the same mort- 
gage or deed of trust is held by such insurer, or unless 
the insurer holds a senior participation in sueh mort- 
gage or deed of trust, giving it substantially the rights 
of a first mortgagee. 


(6) No mortgage loan upon a leasehold shall be made 


or acquired pursuant to this section unless the terms 


thereof shall provide for amortization payments to be 
made by the borrower on the principal thereof at least 
once in each year in amounts sufficient completely to 
amortize the loan within a period of four-fifths of the 
term of the leasehold, inclusive of the term which may 
be provided by an enforceable option of renewal. which 
38 unexpired at the time the loan is made. but in no 
event exceeding thirty-five (35) vears. 


Seetion 124. Chattel mortgages. (1) In counection 
with a mortgage loan on the security of real estate de- 
signed and used primarily for residential purposes only 
which mortgage loan was acquired pursuant to section 
123 of this chapter, an insurer may lend or invest an 
amount not exceeding twenty percent (20%) of the 
amount loaned on or invested in such real estate mort- 
gage on the security of a chattel mortgage to be amor- 
tized by regular periodic payments within a term of not 
more than five (5) years, and representing a first and 
prior len, except for taxes not then delinquent, on per- 
sonal property constituting durable equipment owned 


by the nortgagor and kept and used in the morteaced 
premises. 


(2) For the purposes of this section, the term ‘‘dura- 
ble equipment” shall inelude only mechanical refricera- 
tors, air conditioning equipment, mechanieal Indians 
machines, heating and cooking stoves and ranges, aiid, 
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in addition, in the ease of apartment houses, motels and 
hotels, room furniture and furnishings. 


(3) Prior to the acquisition of a chattel mortgage 
hereunder, items of property to be included therein 
shall be separately appraised by a qualified appraiser 
and the fair market value therecf determined. No such 
chattel mortgage loan shall exceed in amount the same 
ratio of loan to the value of the property as is appli- 
cable to the companion loan on the real property. 


(4) This section shall not prohibit an insurer from 
taking liens on personal property as additional security 
for any investment otherwise eligible under this chapter. 


Section 125. Real estate. An insurer may invest in 
real estate only if used for the purposes or acquired in 
the manners, and within the limits as follows: 


(1) The land and the buildings thereon in whieh it 
has its prineipal office, and such other real estate as 
shall be requisite for its convenient accommodation in 
the transaction of its business. Exeept with the consent 
of the commissioner, all such investments shall not ag- 
gregate more than five percent (5%) of the insurer’s 
assets. 


(2) Real estate acquired in satisfaction of loans, 
mortgages, liens, judgments, decrees or debts previously 
owing to the insurer in the course of its business. 


(3) Real estate acquired in part payment of the con- 
sideration on the sale of other real estate owned by it, 
if such transaction does not increase the insurer’s invest- 
ment in real estate. 


(4) Real estate acquired by gift or devise, or through 
merger, consolidation, or bulk reinsurance of another 
insurer under this code. 


(5) The seller’s interest in real property subject to 
an agreement of purchase or sale, but the sum invested 
in any such parcel of real estate shall not exceed two- 
thirds of the market value of such parcel. 


(6) Real estate, or any interest therein acquired or 
held by purchase, lease or otherwise, other than real 
estate to be used primarily for agricultural, ranch, min- 
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ing, development of oil or mineral resources, recrea- 
tional, amusement or club purposes, acquired as an in- 
vestment for the production of mcome, or acquired to be 
improved or developed for such investment purposes 
pursuant to an existing program therefor. The insurer 
may hold, improve, develop, maintain, manage, lease, 
sell, and convey real estate acquired by it under this 
provision. An insurer shall not, except with the com- 
missioner’s consent, have at any one time invested in 
real estate under this subdivision an amount exceeding 
five percent (5%) of its assets. 


(7) Additional real estate and equipment incident to 
real estate, if necessary or convenient for the purpose 
of enhancing the sale or other value of real estate pre- 
viously acquired or held by the insurer under subdivi- 
stons (2), (3), (4), or (6) of this section. Such real 
estate and equipment shall be included, together with 
the real estate for the enhancement of which it was ac- 
quired, for the purpose of applicable investment limits, 
and shall be subject to disposal at the same time and 
under the same conditions as applying to sueh enhanced 
real estate under section 126. 


{8) Except with the commissioner’s consent, all real 
estate owned by the insurer under this section, except 
as to seller’s interest specified in subdivision (5), shall 
not at any one time exceed ten percent (10%) of the 
insurer's assets. 


Section 126. Time limit for disposal of real estate. 
{1) Except as stated in subsection (3) of this section, 
the imsurer shall dispose of real estate acquired under 
subdivision (1) of section 125 within five (5) years after 
it has ceased to be necessary for the convenient accom- 
modation of the insurer im the transaction of its business. 


(2) Except as stated in subsection (3) of this section, 
the insurer shall dispose of real estate acquired under 
subdivisions {2}, (3), and (4) of section 125 within five 
(5) years after the date of acquisition. 


(3) Upon proof satisfactory to him that the interests 
of the insurer will suffer materially by the forced sale 
thereof, the commissioner may by order grant a reason- 
able extension of the period, as specified in such order, 
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within which the insurer shall dispose of any particular 
pareel of such real estate; unless the insurer elects to 
hold such real estate as an investment for income pur- 
poses under subdivision (6) of section 125, in which 
event thereafter such real estate shall be deemed to have 
been acquired at a cost equal to its book value at the 
time of such election and to be held under, and subject to, 
the provisions of such subdivision (6). 


Section 127. Time limit for disposal of other ineligible 
property and securities. Any personal property or securt- 
ties lawfully acquired by an insurer which it could not 
otherwise have invested in or loaned its funds upon at 
the time of such acquisition, shall be disposed of within 
three (3) years from date of acquisition unless within 
such period the security has attained to the standard of 
eligibility ; except, that any security or personal property 
acquired under any agreement of bulk reinsurance, 
merger, or consolidation, may be retained for a longer 
period if so provided in the plan for such reinsurance, 
merger, or consolidation as approved by the commis- 
sioner under chapter 22 of this code. Upon application 
by the msurer and proof that forced sale of any such 
property or security would materially injure the interests 
of the insurer, the commissioner may extend the disposal 
period for an additional reasonable time. 


Seetion 125. Failure to dispose of real estate, prop- 
erty, or securities—Effect, penalty. (1) Any real estate, 
personal property, or securities lawfully acquired and 
held by an insurer after expiration of the period for dis- 
posal thereof or any extension of such period granted 
by the commissioner, as provided in sections 126 or 127, 
shall not be allowed as an asset of the insurer. 


(2) The insurer shall forthwith dispose of any ineli- 
gible investment unlawfully acquired by it, and the 
commissioner may, in his diseretion, suspend or revoke 
the insurer’s certificate of authority if the insurer fails 
to dispose of the mvestment within such reasonable time 
as the commissioner may, by his order, specify. 


Section 129. Special investments by title insurer. 
(1) Im addition to other investments eligible under this 
chapter, a title Insurer may invest and have invested an 
amount not exceeding fifty percent (50%) of its paid- 
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in capital stock in its abstract plant and equipment, and, 
with the commissioner’s consent, in stock of abstract 
companies. Jf the insurer transaets kinds of insurance in 
addition to title insurance, for the purposes of this sec- 
tion its paid-in capital stock shall be pro rated between 
title insurance and such other insurances upon the basis 
of the reserves maintained by the insurer for the various 
kinds of insurance; but the capital so assigned to title 
insurance shall in no event be less than one hundred 
thousand dollars ($100,000). 


(2) Investments authorized by this section shall not 
be credited against the insurer’s required unearned pre- 
mium or guaranty fund reserve provided for under 
section 91. 


(3} Any such abstract plant and equipment shall not 
be so allowed as an asset in any determination of the 
insurer’s financial condition at a value greater than 
actual cost. 


Section 130. Prohibited investments and investment 
underwriting. (1) In addition to investments excluded 
pursuant to other provisions of this code, an insurer 


shall not invest in or lend its funds upon the security 
of : ; 


(a) Issued shares of its own capital stock, except for 
the purpose of mutualization under section 460. 


(b) Except with the advance consent of the commis- 
sioner, Securities issued by any corporation or enterprise 
the controlling interest of which is, or after such acqul- 
sition by the insurer will be held directly or indirectly 
by the insurer or any combination of the insurer and the 
msurer’s directors, officers, parent corporation, sub- 
sidiaries or controlling stockholders. Investments in sub- 
sidiaries under section 115 shall not be subject to this 
provision. 


{c) Any note or other evidence of indebtedness of 
any director, officer, or controlling stockholders of the 
insurer, except as to policy loans authorized under section 


118. 


(2) No insurer shall underwrite or participate in the 
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underwriting of an offering of securities or property by 
any other person. 


Section 131. Investments of foreign insurers. The 
investment port-folio of a foreign insurer shall be as per- 
mitted by the laws of its domicile but shall be of a quality 
substantially as high as that required under this chapter 
for similar funds of like domestic insurers. For the pur- 
poses of this provision, the domicile of an alien insurer, 
other than a life insurer formed under the laws of 
Canada, shall be deemed to be that state in whieh it 
maintains its principal deposit. 


CHAPTER 7 — ADMINISTRATION OF DEPOSITS 


Section 132. Authorized deposits of insurers. The 
following deposits of insurers when made through the 
commissioner shall be accepted and held, and shall be 
subject to the provisions of this chapter. 


(1) Deposits required under this code for authority 
to transact insurance in this state. 


(2) Deposits of domestic insurers when made pur- 
suant to the laws of other states, provinces, and countries 
as requirement for authority to transact insurance in 
such state, province, or country. 


(3) Deposits of reserves made by domestic life in- 
surers under section 93. 


(4) Deposits in such additional amounts as are per- 
mitted to be made under section 141. 


Section 133. Purpose of deposit. Such deposits shall 
be held for purposes as follows: 


(1) Deposits made in this state under seetion 54 of 
this code shall be held for the purpose stated in such 
section. 


(2) A deposit made in this state by a domestic insurer 
transacting insurance in another state, province, or coun- 
try, and as required by the laws of such other state, 
province, or country, shall be held for the protection of 
all the insurer’s policyholders or all its policyholders 
and ereditors or for such other purpose or purposes as 
may be specified pursuant to such laws. 
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(3) Deposits of reserves made by domestic life in- 
surers under section 93 shall be held for the common 
benefit of all the holders of its life insurance policies 
and annuity contracts. 


(4) Deposits required pursuant to the retaliatory 
law, section 71, shall be held for such purposes as is 
required by such law, and as specified by the commis- 
sioner’s order requiring such deposit to be made. 


Section 134. Securities eligible for deposit. (1) All 
such deposits required under section 54 for authority to 
transact insurance in this state shall consist of certifi- 
cates of deposit, or any combination of securities of the 
kinds described m the following sections of this code: 
Sections 103 (United States and Canadian government 
obligations), 105 (state, county, municipal, and school 
obligations), and 106 (revenue bonds). 


(2) All other deposits of a domestic insurer held in 
this state pursuant to the laws of another state, province, 
or country shali be comprised of assets of the kinds de- 
scribed in subsection (1), above, and of such additional 
kind or kinds of securities required or permitted by the 
laws of such state, province, or country except common 
stocks, mortgages of any kind and real estate. 


(3} Deposits of the reserves of a domestic life insurer 
shall consist of securities and assets as provided under 
section 93. 


{4} Deposits of foreign insurers made in this state 
under the retahatory law, section 71, shall consist of 
such assets as are required by the commissioner pursuant 
to such law. 


Section 135. Depositary or custodian. (1) Deposits 
made in this state under this code shall be made through 
the office of the commissioner in safe deposit or under 
custodial arrangements as required or approved by the 
commissioner consistent with the purposes of such de- 
posit, with an established safe deposit institution, hank, 
or trust company located in the City of Helena, State of 
Montana, selected by the insurer with the commissioner’s 
approval. 


-(2) No safe deposit shalt be used for any such deposit 
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unless the box or compartment in which are kept the 
assets and securities comprising the deposit requires two 
separate and distincily differing keys or one key and a 
combination (in the ease of a box having a combination 
lock) to open the same. One of such keys or the combina- 
tion shall at all times be kept by the commissioner, and 
the other key or the combination shall at all times be 
kept by the insurer. Such box or compartment shall not 
at any time be opened or remain open except through 
the joint action and in the presence of both the commis- 
sioner and a duly authorized officer or representative 
of the insurer. 


(3) Where of convenience to the insurer in the buy- 
ing, selling, and exchange of securities comprising its 
deposit, and in the collection of interest and other in- 
come currently accruing thereon, the insurer may with 
the commissioner’s written approval in advance, deposit 
certain of such securities under custodial arrangements 
with an established bank or trust company located out- 
side this state, so long as receipts representing all such 
securities are issued by such custodian bank or trust 
company and are held in safe deposit or custody subject 
to the requirements of subsections (1) and (2) of this 
section. 


(4) The form and terms of all such depositary or 
custodial agreements shall be as prescribed or approved 
by the commissioner consistent with the applicable pro- 
visions of this code. 


(5) The compensation and expenses of the depositary 
or custodian shall be borne by ihe insurer. 


Section 136. Record of deposits; liability of commis- 
sioner and state. (1) The commissioner shall give to the 
depositing insurer vouchers as to all assets and securities 
deposited by it in this state through the commissioner 
as provided in this code. 

(2) The commissioner shall keep a record of the as- 
sets and securities comprising each deposit, showing as 
far as practical the amount and market value of each 
item, and all his transactions relative thereto. 


Section 137. Responsibility for safekeeping. The 
commissioner and the State of Montana shall have no 
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liability as to the safekeeping of any such deposit by the 
depositary or custodian thereof. 


Section 138. Assignment, conveyance of assets or 
securities. All securities not negotiable by delivery and 
deposited under this code shall be duly assigned to the 
commissioner and his successors in office. In the case of 
securities held under custodial arrangements outside this 
state pursuant to section 135 (3), the custodian’s receipt 
for such securities shall be so delivered, if negotiable, 
er assigned to the commissioner if thereby legal title to 
such securities is vested in the commissioner. All other 
assets so deposited the insurer shall transfer or convey 
to the commissioner and his successors in office. Upon 
release to the insurer of any such asset or security the 


commissioner shall reassign or transfer or reconvey the 
same to the insurer. 


Section 139. Appraisal. The commissioner may, in 
his discretion, prior to acceptance for deposit of any 
particular asset or security, or at any time thereafter 
while so deposited, have the same appraised or valued 
by competent appraisers. The reasonable costs of any 


such appraisal or valuation shall be borne by the in- 
surer. 


Section 140. Rights of insurer during solvency. So 
long as the insurer remains solvent and is in compliance 
with this code it may: 


(1) Demand, receive, sue for and recover the income 
from the assets or securities deposited; 


{2} Exchange and substitute for the deposited assets 
or securities, or any part thereof, other eligible assets 
or securities of equivalent or greater value; and 


(3) At any reasonable time inspect any such deposit. 


Section 141. Excess deposits. An insurer may so de- 


: - Eee : orb 
posit and have on deposit assets or securities in an_ fluctuations. 


amount exceeding its deposit required or otherwise per- 
mitted under this code by not more than twenty percent 
(20%) of such required or permitted deposit or $50,000, 
whichever is the larger amount, for the purpose of ab- 
sorbing fluctuations in the value of assets and securities 
deposited, and to facilitate the exchange and substitution 
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of such assets and securities. During the solvency of the 
insurer any such excess shall be released to the imsurer 
upon its request. During the insolvency of the insurer 
such excess deposit shall be released only as provided 
in section 144 (4). 


Seetion 142. Levy upon deposit. No judgment cred- 
itor or other claimant of an insurer shall have the right 
to levy upon any of the assets or securities held in this 
state as a deposit for the protection of the insurer’s 
policyholders or policyholders and creditors. As to de- 
posits pursuant to the retaliatory law, section 71, levy 


. thereupon shall be permitted if so provided in the com- 


missioner’s order under which the deposit is made. 


Section 143. Deficiency of deposit. If for any reason 
the market value of assets and securities of an insurer 
held on deposit in this state, or in another state under 
custodial arrangements authorized by section 135 (3), 
falls below the amount required under this code to be so 
held, the insurer shall promptly deposit other or addi- 
tional assets or securities eligible for deposit under this 
chapter and in amount sufficient to cure such deficiency. 
If the insurer has failed to eure the deficiency within 
twenty (20) days after receipt of notice thereof by regis- 
tered mail from the commissioner, the commissioner 
shall forthwith revoke the insurer’s certificate of au- 
thority. 


Section 144. Duration and release of deposit. (1) 
Every deposit made in this state by an imsurer pursuant 
to this code, including assets and securities held in an- 
other state under custodial arrangements permitted by 
section 135 (3}, shall be held as long as there is outstand- 
ing any liability of the insurer as to which the deposit 
was so required; or, if a deposit required under the re- 
taliatory law, section 71, the deposit shall be held for so 
long as the basis of such retaliation exists. 


(2) Upon the request of a domestic insurer, the com- 
missioner shall return to the insurer the whole or any 
portion of the assets and securities of the insurer held 
on deposit when the commissioner is satisfied that the 
assets and securities so to be returned are subject to no 
liability and are not required to be longer held by any 
provision of law or purposes of the original deposit. If 
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the insurer has reinsured all its outstanding risks in 
another insurer or insurers authorized to transact insur- 
ance in this state then the commissioner shall deliver such 
assets and securities to such insurer or insurers so assum. 
ing such risks, upon (a) written notice to him by such 
clomestic insurer that such assets and securities have been 
duly assigned, transferred and set over to such reinsur- 
Ing Insurer or insurers, which notice shall be accompanied 
by a duly verified copy of such assignment, transfer, or 
conveyance, and (b) im the case of deposits of the re- 
serves of domestic life insurers under section 93, proof 
satisfactory to the commissioner that the reinsuring in- 
surer or insurers has deposited or will deposit, and will 
malutain on deposit in public custody through the in- 
surance supervisory official of its state of domicile, as- 
sets and securities of like quality in amount not less than 
the reserves then and thereafter of the poheies and con- 
traets So reinsured, in addition to any other deposit of 
such imsurer required or permitted by law, and, unless 
the imsurer is required so to deposit and maintain on 
deposit all of its reserves, that such deposit of such re- 
serves will be so deposited and held on deposit for the 
special benefit and protection of the holders of the life 
msurance policies and annuity contracts so reinsured. 


(3) The commissioner shalt return to a foreign in- 
surer any deposit made in this state by suck insurer, 
when such insurer has ceased transacting insurance in 
this state, or in the United States, and the insurer is not 
Subject to any liability in this state on account of which 
the deposit was held. 


(4) If the insurer is subject to delinquency proceed- 
Ings, as defined in chapter 26 of this code, upon the order 
of a court of competent jurisdiction the commissioner 
shall yield the assets and securities held on deposit to 
the receiver, conservator, rehabilitator, or liquidator of 
the imsurer, or to any other properly designated official 
or officials who sueceed to the management and control 
of the insurer’s assets, 


(5) No release of deposited assets shall be made ex- 
cept upon application to and the written order of the 
commissioner. The commissioner shall have no personal 
liability for any release of any such deposit or part 
thereof so made by him in good faith. 
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CHAPTER 8 — 
AGENTS, SOLICITORS AND ADJUSTERS 


Section 145. Scope of chapter. This chapter shall 
apply as to all stock, mutual and reciprocal insurers aud 
as to all kinds of insurance and annuities. 


Section 146. ‘‘Agent’’ defined. An ‘‘agent’’ is an 
individual, firm or corporation appointed by an insurer 
to solicit applications for insurance or annuities or to 
negotiate insurance on its behalf, and if authorized to do 
so by the insurer, to effectuate and countersign insurance 
contracts. 


Section 147. ‘‘Life insurance agent’’ defined. For the 
purposes of this chapter, “‘life msurance agent’’ includes 
also an agent of a life insurer who is or proposes to be 
licensed as to the same insurer for disability insurance in 
addition to life insurance and annuities. Unless licensed 
as a life insurance agent as required by section 151, no 
person shall in this state solicit life insurance or annui- 
ties or procure applications therefor, or engage or hold 
himself out as engaging in the business of analyzing or 
abstracting life insurance policies or annuities or of 
eounselling or advising or giving opinions (other than 
as a licensed attorney at law) relative to such insurance 
or annuities, for fee, commission or other compensation, 
other than as a salaried bona fide fulltime employee so 
counselling and advising his employer relative to the in- 
surance interests of the employer and of the subsidiaries 
or business affiliates of the employer, or with respect to 
the insurance interests of employees of such employer, 
subsidiaries, or affiliates under group insurance or sini- 
lar insurance plans arranged by the employer or em- 
plovers of such employees. 


Section 148. ‘‘Solicitor’’ defined. A ‘“‘solicitor’’ is an 
individual appointed and authorized by an agent to 
solicit applications for insurance, other than hfe insur- 
ance or cisability insurance, as a representative of such 
agent, and to collect premiums thereon when expressly 
so authorized by the agent. 


Section 149. Exceptions and exemptions from defini- 
tion of agent and solicitor. The definitions of agent and 
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solicitor contained in sections 146 through 148 shall not 
be deemed to inelude: 


(1) Individuals employed and used by agents for the 
performance of clerical, stenographie and similar office 
duties; incidental taking of an application for msuranece 
from time to time in the office of the employing agent 
shall not constitute such an employee as an agent or 
solicitor if the employee’s compensation is not contingent 
upon or related to the volume of such applications, in- 
surance or premiums. 


(2) The supervising general, state or special agent, 
or other supervising officer or supervising salaried em- 
ployee of an insurer, who solicits only with or in con- 
junetion with duly licensed agents of the insurer. 


(3) The attorney-in-fact of a reciprocal insurer, or 
the salaried traveling representative of a reciprocal or 
mutual insurer not compensated on a commission basis. 


(4) <A person who secures and forwards information 
for the purpose of an existing group insurance contract 
or for enrolling individuals under an existing group in- 
surance contract or issuing certificates thereunder where 
no commission is paid for such services. 


Section 150. ‘‘Adjuster’’ defined. (1) An ‘‘adjuster’’ 
is a person who, on behalf of the insurer, for compensa- 
tion as an independent contractor or as the employee of 
such an independent contractor, or for fee or commission, 
investigates and negotiates settlement of claims arising 
under insurance contracts. 


{2) A licensed attorney at law who is qualified to 
practice law in this state, or a salaried employee of an 
insurer or of a managing general agent, or a licensed 
agent who adjusts or assists in adjustment of losses aris- 
ing under policies issued by the insurer represented by 
such agent, is not deemed to be an adjuster for the pur- 
poses of this chapter. 


Section 151. License required, agents and solicitors; 
forms. 


(1) No person shall in this state act as or hold himself 
out to be an agent or solicitor, as to subjects of insurance 
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located, resident or to be performed in this state, unless 
then licensed as such agent or solicitor under this chapter. 


(2) No agent or solicitor shall solicit or take applica- 
tion for, procure, or place for others any kind of imsur- 
ance as to which he is not then licensed. 


(3) No agent shall place any business (other than 
eoverage of his own risks) with any insurer as to which 
he does not then hold an appointment or license as agent 
under this chapter, except as provided in section 170 as 
to life or disability insurance agents. 


(4) The commissioner shall preseribe and furnish 
forms required in connection with application for, issu- 
ance, continuation or termination of licenses and ap- 
pointments. 


Section 152. General qualifications, agents and solic- 
itors—Other than life insurance agents. (1) For the pro- 
tection of the people of this state the commissioner shall 
not issue, continue, or permit to exist any agent or 
solicitor license as to insurance other than hfe or dis- 
ability, except in compliance with this chapter, or as to 
any individual not qualified therefor as follows: 


(a) Must be twenty-one (21) years of age or more, 
or, if for a solicitor’s license, must be at least eighteen 
(18) years of age. 


(b) Must be a resident in and of this state. 


(¢) If for an agent’s license, must have been ap- 
pointed as agent by an authorized insurer, subject to is- 
suance of the license. 


(d) If for a solicitor’s license, must have been ap- 
pointed as solicitor by a licensed agent, subject to issu- 
ance of the license, and intend to make and make the 
soliciting of msurance a principal yoeation. 


(e} Must be competent, trustworthy and of good 
reputation. 

{(f) Must have had experience or training or be 
otherwise qualified in the kind or kinds of insurance as 
to which he is to be heensed, and be reasonably familiar 
with the provisions of this code which govern his opera- 
tions as an insurance agent or solicitor. 


—832— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


{¢) Must pass any written examination for the license 
required under this chapter. 


(h) Must intend in good faith to act as, and must act 
as and hold himself cut to be an agent or solicitor in the 
active solicitation and negotiation of insurance with the 
general public; and not seek or use the license for the 
negotiation or effectuation of insurance on his own prop- 
erty or interests or those of his relatives or of his em- 
ployer. If during any calendar year more than thirty- 
five percent (35%) of the commissions earned or pros- 
peetively to be earned by such an applicant or licensee 
have been, or probably will be, derived from insurance 
of his own property or interests and those of his rela- 
tives and of his employer, the hcense will be deemed to 
have been uséd or to be intended to be used in violation 
of this subdivision (h). 


(2) In determining the qualifications as to compe- 
tence, training, experience and knowledge of the provi- 
sions of this code governing his operations as an insur- 
ance agent or solicitor, as provided for in subsection (1) 
above, of applicant agents or solicitors proposing to rep- 
resent as such only insurers who confine their business 
in this state substantially to the insuring of the property, 
interests and risks of farmers, the commissioner shall 
relate such qualifications only to the kinds of insurance 
policies which the applicant will handle as such a li- 
eensee. 


Section 153. General qualification for license as life 
or disability insurance agent. For the protection of the 
people of this state the commissioner shall not issue, 
eontinue, or permit to exist any agent license as to life or 
disability insurance except in compliance with this chap- 
ter or as to any individual not qualified therefor as 
follows: 


{1) Must be eighteen (18) years of age, or more. 


(2) Must be a resident in and of this state; or of 
another state, if by reciprocal arrangements made by the 
commissioner with such other state stmilar privileges 
therein are granted to residents of this state. As a part 
of any such arrangements the commissioner shall be con- 
stituted as the attorney in fact of any such nonresident 


—e33— 


CHAPTER 286 


Qualifications 

of life or 
disability 
insurance agents. 


CHAPTER 286 


Licensing of firms 
and corporations 
as agents, 


Requirements 
of firm ot 
corporation. 


SESSION LAWS 


for acceptance of service of process in any action or pro- 
ceeding in this state arising out of or related to the 
transactions of the licensee in this state, with the same 
effect as though served upon the licensee personally in 
this state, and any license issued to or accepted by any 
such nonresideut shall be subject to this condition. 


(3) Must have been appointed as such an agent by 
an authorized insurer, subject to issuance of the license. 


(4) Must be competent, trustworthy and of good rep- 
utation. 


(5) Must have had experience or training ‘or be 
otherwise adequately qualified in the kind or kinds of 
insurance as to which he is to be licensed, be reasonably 
familiar with the provisions of this code governing his 
operations as such an agent, and with the provisions of 
the policies and contracts he proposes to offer under the 
license. 


(6) Must pass any written examination for the license 
required under this chapter. z 


(7) Must not use or intend to use the license prin- 
cipally for the writing of insuranee on the lives or in- 
terests of himself cr his relatives to the second degree. 


(8) Must not be a funeral director, undertaker or 
mortician, or an officer, employee or representative 
thereof. 


Section 154. Licensing of firms and corporations. (1) 
A firm or corporation shall be licensed only as an agent. 
If a firm, each general partner and each other individual 
to act for the firm under the license, and if a corporation, 
each individual to act for the corporation wnder the 
license, shall be named in the license and shall qualify 
therefor as though an individual licensee. The commis- 
sioner shall charge and the licensee shall pay a full ad- 
ditional license fee as to each respective individual so 
named in such license in excess of two. 


(2) A license shall not be issued to a firm or corpo- 
ration unless organized under the laws of this state and 
maintaining its principal place of business in this state, 
and unless the transaction of business under the Heense 
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is within the purposes stated in the firm’s partnership 
agreement or the corporation’s articles. 


(3) The licensee shall promptly notify the commis- 
sioner of all changes among its members, directors, and 
officers and of any other individual designated in the 
license. 


Seetion 155. Licensing of agents’ association. (1) 
The commissioner may license as an agent as to kinds of 
insurance other than life and disability, any association 
of licensed Montana insurance agents, whether or not m- 
eorporated, and formed and existing for substantial pur- 
poses other than as to such Leense. 


(2) The license shall be used solely for the purpose of 
enabling any such association to place, as agent, insur- 
ance of ihe properties, interests and risks of the State 
of Montana and of other publie agencies, bodies and in- 
stitutions, and to receive the customary commission 
thereon. 


(3) Application for the license shall be made im the 
name of the association by its duly constituted president 
and secretary, and the license may be issued to the asso- 
elation in its name alone. 


(4) The license powers may be exercised by such 
agents as may be appointed from time to time for the 
purpose of the association’s board of trustees. The asso- 
ciation shall forthwith file the names of such appointees 
with the commissioner. The names of such appointees 
need not appear in the license. 


(5) The fee for such license shall be the same as for 
the license of an individual agent. 


(6) Under the Heense the association may place in- 
surance with any insurer represented as agent by auyv 
meinber of the association, and without requiring that 
the association have an appointment as agent by any 
such insurer; otherwise, the license shall be subject to 
the same requirements and prohibitions as apply to in- 
dividual agent licenses. 


(7) The commissioner may, after a hearing with no- 
tice thereof to the association only (and without notice 
to the individual officers or members of the association}, 
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revoke the license if he finds that continuation thereof 
is not in the public interest, or for such other applicable 
grounds as are available under this chapter in the case 
of individuals licensed as agents. 


Section 156. Application for license. (1) Application 
for an agent or solicitor license shall be made to the 
commissioner by the applicant, and be signed and sworn 
to by the applicant before a notary publie or other person 
authorized by law to take acknowledgments of deeds. 


(2) The commissioner shail designate and prepare 
forms for application for license which shall require full 
answers to such questions as may reasonably be necessary 
to determine the applicant’s identity, residence, personal 
history, business record, experience and training _in in- 
surance, purpose for which the license is to be used and 
other facts as required by the commissioner to determine 
whether the applicant meets the applicable qualifications 
for the license applied for. 


(3) If for an agent’s license, the application shall 
state the kinds of insurance proposed to be transacted, 
and be accompanied by written appointment of the ap- 
plicant as agent by an authorized insurer, subject to -1s- 
suance of the license. 


(4) If for a solicitor’s heense, the application shall 
be accompanied by written appointment of applicant as 
solicitor by a licensed agent, subject to issuanee of the 


license. 


(5) If the applicant for an agent license Is a firm 
or corporation, the application shall show, in addition, 
the names of all members, officers and directors, and 
shall designate each individual who is to exercise the 
powers to be conferred by the license upon the firm or 
corporation. Each sueh individual so designated shall 
furnish information as to himself, as part of the appliea- 
tion, as though for an individual license. 


(6) If the applicant for an agent license is an agents’ 
association pursuant to section 155, the application shall 
show the names and residence addresses of the assoeia- 
tion’s officers and trustees. 


(7) If for license as either agent or solicitor, the ap- 
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plication shall also show whether applicant was ever 
previously licensed to transact any kind of insurance 
in this state or elsewhere; whether any such license was 
ever refused, suspended or revoked; whether any insurer, 
general agent or agent (in the case of a solicitor appli- 
cation) claims applicant to be indebted to it, and if so 
the details thereof and the defenses, if any, of the ap- 
plicant thereto; whether applicant ever had an agency 
contract cancelled, and the facts thereof; and if appli- 
cant is a married woman, like information with respect 
to her husband. 


(8) The commissioner shali require as part of the 
application for license the certificate of an officer or 
representative of the insurer proposed to be represented 
(in the ease of applicants for license as agent), or of the 
proposed employing agent (in the case of applicants for 
license as solicitor) as to whether the applicant is known 
to him, whether the insurer or agent has investigated the 
character and business record of the applicant and the 
uses to be made of the license, if granted, and his epinion, 
based on such investigation, as to applicant’s trustworth- 
iness and competence and whether the applicant will use 
the license principally for the purpose of insuring his 
own risks or interests and those of his relatives or em- 
ployer. 


(9) <All such applications shall be accompanied by the 
applicable license fee, appointment of agent fee where 
applicable, examination fee where required under section 
157, all im the respective amounts stated In section 45 
(fees and licenses}. 


Section 157. Examination. (1) After completion and 
filing of the application for license as required under 
section 156, the commissioner shall subject each applicant 
for license as agent or solicitor (unless exempted there- 
from under subsection (5) below) to a personal written 
examination as to his competence to act as such agent 
or solicitor. 


(2) If the applicant is a firm or corporation, the 
examination shall be so taken by each individual who is 
to be named in the license as having authority to aet for 


the applicant in its insurance transactions under the 
heense. 


—837— 


CHAPTER 286 


Certificate 
of insurer 
Tequired. 


Fee must 
accompany 
application. 


Duty of 
commissioner 
to examine 
applicants, 


Individuals 
in firm or 
corporation. 


CHAPTER 286 


Classifications 
of insurance. 


“Marine” included 
in “property.” 


Exceptions. 


SESSION LAWS 


(3) Examination of an applicant for an ageut’s li- 
ceuse shall cover all of the kinds of insurance for which 
the applicant has applied to be licensed, as constituted 
by any one or more of the following classifications: 


{a) Life insurance; 

{b) Disability insurance ; 
(c) Property msurance; 
(d) Casualty msurance; 
(e) Vehicle insurance; 
(f) Surety insurance. 


’ nsuralce 


7? insur- 


For the purposes of this provision “‘marine’ 
shall be deemed to be included in “‘property 
ance. 


(4) Examination of an applicant for a solicitor’s h- 
cense shall cover all the kinds of insurance, other than 
life, as to which the appointing agent is licensed. 


{5) This section shall not apply to, and no such ex- 
amination shall be required of: 


(a) Any individual lawfully licensed as an agent or 
solicitor as to the kind or kinds of insurance to be trans- 
acted as of or immediately prior to the effective date of 
this code, and thereafter continuing to be so licensed. 


(b} Any applicant for license covering the same kind 
or kinds of insurance as to which the applicant was li- 
censed in this state, other than under a temporary li- 
cense, within the twelve (12) months next preceding 
date of application, unless such previous license was 
suspended, revoked or continuation thereof refused by 
the commissioner. 


(e} Nonresident applicants for license as life imsur- 
ance agents under section 153 (2), if such applicant has 
already taken and successfully passed a similar examin- 
ation for a similar license in the state of his residence, or 
is a Hiecensed life insurance agent in such state and be- 
come so licensed prior to the time that such an examina- 
tion was required in such state, and if under the recipro- 
eal arrangements referred to in section 153 (2) a like 
exemption is granted by such other state as to residents 
of this state applying for license as hfe insurance agent 
in such other state. 
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{d) All applieants for license as agent for an insurer 
that confines its business in this state substantially to 
the insuring of the property, interests and risks of 
farmers, if exempted from examination by the commis- 
sioner, in his discretion, upon written request of the 
insurer. 


(e) Transportation ticket agents of common carriers 
applying for license to solicit and sell only: 


(i) Acetdent insurance ticket policies, or 


(ii) Insurance of personal effects while being carried 
as baggage on such common carrier, as incidental to their 
duties as such transportation ticket agents. 


(f} Agents’ associations applying for license under 
section 155. 


(g) Title insurance agents. 


Section 158. Conduct of examinations. (1) The com- 
missioner shall make any examination required under 
section 157 available to applicants with reasonable fre- 
quency, and at place in this state reasonably accessible 
to such applicants. The commissioner shall make any 
such examination available at his offices at Helena, 
Montana, on each business day. 


(2) All the kinds of insurance or class thereof, as 
referred to in section 157 (3), which the applicant pro- 
poses to transact under the license applied for, shall be 
ineluded in the same examination. 


(3) The commissioner shall give, conduct and grade 
all examinations in a fair and impartial manner, and 
without unfair discrimination as between individuals 
examined. 


(4) The commissioner may require a reasonable wait- 
ing period before re-examination of an applicant who 
has failed to pass a previous examination covering the 
same kind or kinds of insurance. 


Section 159. Issuance of license, and contents. (1) 
The commissioner shall promptly issue licenses applied 
for to persons qualified therefor m accordance with this 
ehapter. 
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(2) The license shall state the name and address of 
the licensee, date of issue, general conditions relative to 
expiration or termination, kind or kinds of insurance 
covered and the other conditions of the license. 


(3) If the leense is as agent for life and/or dis- 
ability insurance only, the license shall state the name of 
the insurer to be so represented; if the license is as agent 
for any other kind or kinds of insurance it shall not state 
the name of any insurer to be so represented. 


(4) If the licensee agent is a firm or corporation the 
license shall also state the name of each individual au- 
thorized thereunder to exercise the license powers. 


(5) If the licensee is a solicitor the license shall state 
the name and address of the agent to be represented. 


Section 160. Number of licenses, agents. (1) An 
agent licensed as to kinds of insurance other than life 
and/or disability insurance only, is required to have but 
one license covering the kinds of insurance to be tran- 
sacted by him regardless of the number of insurers by 
whom he is appointed as agent, and the same license may 
include both life insurance and disability insurance. 


(2) As to agents licensed as to life and/or disability 
insurance only, the agent shall have one license for each 
such insurer to be represented as agent. 


(3) A life insurance agent may concurrently be li- 
censed as to an additional life insurer or imsurers upon 
due application, appointment and qualification. Upon re- 
quest therefor filed with the commissioner by the im- 
surer, the commissioner shall notify a life insurer thereof 
whenever any of its agents licensed as such in this state 
has been likewise Lcensed as to another life insurer. 


Section 161, Appointment of agents; continuation and 
termination. (1) Each insurer appoimting an agent in 
this state as to property or casualty or surety insurance 
shall file with the commissioner the appointment, specify- 
ing the kinds of insurance to be transacted by the agent 
for the insurer, and pay the fee therefor as stated in 
section 45. If the appointment ineludes easualty insur- 
ance, the agent may be appointed by the same insurer 
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also as to disability insurance without requiring an addi- 
tional appointment or appointment fee. 


(2) Subject to annual continuation by the insurer 
not later than May 31, each such appointment shall re- 
main in effeet until the agent’s license is revoked or 
otherwise terminated, unless written notice of earlier 
termination of the appointment is filed with the com- 
missioner by the insurer or agent. 


(3} Annually, prior to May 1, each insurer shall file 
with the commissioner an alphabetical list in duplicate 
of the names and addresses of all its agents whose ap- 
pointments in this state are to remain in effect, accom- 
panied by payment of the annual continuation of ap- 
pointment fee as provided in section 45, At the same 
time the insurer shall also file with the commissioner an 
alphabetical list in duplicate of the names and addresses 
of all its agents whose appointments in this state are not 
to remain in effect. 


(4) Subject to the agent’s contract rights, an insurer 
may terminate an agency appointment at any time. The 
insurer shall promptly give written notice of such term- 
ination to the commissioner, and to the agent where 
reasonably possible. The commissioner may require of 
the insurer reasonable proof that the insurer has given 
such notice to the agent. 


(5) <As part of the notice of termination given the 
commissioner, the insurer shall file with the commissioner 
a statement of the facts relative to the termination and 
the cause thereof. Any information or statement con- 
tained in the notice of termination shall be privileged 
and shall not be admissible as evidence in any action or 
proceeding against the insurer or any representative 
thereof by or in behalf of any person affeeted by such 
termination. 


Section 162. Rights of agent following termination of 
appointment. (1) Following termination of any such 
agency appointment as to property, casualty or surety 
insurance, and subject to the terms of any agreement 
between the agent and the insurer, the agent may con- 
tinue to service, and receive from the insurer commis- 
sions or other compensation relative to, business written 
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by him for the imsurer during the existence of the ap- 
pointment. 


(2) This section does not apply as to agents of direct 
writing insurers or agents or insurers between whom the 
relationship of employer and employee exists. 


Section 163. Temporary agent licenses. (1} The com- 
missioner may issue a temporary license as agent to or 
with respect to an mdividual qualified therefor only as to 
age, residence and trustworthiness, and without requir- 
ing such individual to take an examination, in the fol- 
lowing cases: 


(a) To the surviving spouse or next of kin or to the 
administrator or executor, or the employee of such ad- 
ministrator or executor, of a licensed agent becoming 
deceased. 


(b) To the spouse, next of kin, employee or legal 
euardian of a licensed agent disabled by sickness, injury 
or insanity. 


(ec) To an employee of a firm, or officer or employee 
of a corporation, licensed as agent, upon the death or 
disability of an individual designated in the license to 
exercise the powers thereof. 


(d) To the designee of a licensed agent entering upon 
active service in the armed forees of the United States 
of America. 


(e) Upon request of the insurer, to an applicant for 
license as a life insurance agent, pending the taking of 
any examination required of the appheant by the com- 
missioner under section 157, if the applicant is duly en- 
rolled in and is actively pursuing an adequate course of 
instruction, as provided by or through the insurer, in 
preparation for suck examination. Such license shall be 
for a period of not over ninety (90) days, or until the 
applicant has had a reasonable opportunity to take such 
examination and be informed by the commissioner as to 
the results thereof, whichever is the shorter period, but 
subject to extension by the commissioner as provided in 
subsection (3) below. 


(2) The temporary license shall be issued upon ap- 
plication filed with the commissioner in such form and 
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containmg such information as the commissioner may 
reasonably require, and upon payment of the applicable 
fee as stated in section 45. 


(3) The temporary license shall be for a period of 
not over ninety (90) days, subject to extension by the 
commissioner in his discretion for an additional period 
of not more than ninety (90) days; except, that such a 
license issued pursuant to subdivision {a} above, may 
be continued without payment of additional fee until 
the executor or administrator disposes of the msuranee 
business, but not to exeeed a period of fifteen (13) 
months, Temporary license issued to the next of kin 
under such subdivision (a) shall not be extended for an 
additional term or terms after appointment and quali- 
fieation of such an administrator or executor. 


(4) The fee paid for the temporary license may be 
applied upon the fee required for any permanent license 
issued to the licensee upon or prior to expiration of the 
temporary license and eovering the same kinds of in- 
surance. 


Section 164. Limitations and rights under temporary 
license. 


{1} The commissioner shall not issue more than one 
temporary license, to or with respect to the same indi- 
vidual to be so licensed, within any twelve-month period. 


(2) The temporary heense may cover the same kinds 
of insuranee for which the agent thereby being replaced 
was licensed. 


{3) As to a temporary agent’s license issued on ac- 
count of the death or disability of an agent, the licensee 
may so represent all of the inswrers last represented by 
such deceased or disabled agent and without the making 
of new appoimtment of such licensee by sueh insurers; 
but the licensee shall not be appointed as to any addi- 
tional insurer or additional kind of insurance under such 
@ temporary license. This provision shall not be deemed 
to prohibit termination of its appointment by any in- 
surer. 


(4) A temporary licensee shall have the same license 
powers and duties as under a permanent license. 
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Section 165. Special requirements as to solicitors. 
(1) A solicitor shall not be appointed or licensed as to 
more than one agent. 


(2} The solicitor’s license shall cover all the kinds of 
insurance, other than life and disability insurance, for 
which the appointing agent is licensed; except, that the 
solicitor’s license shall also cover disability insurance 
where written by a casualty, property, or surety insurer 
represented by the agent. 


(3) <A solicitor shall not concurrently be licensed as 
agent except as to life or disability insurance. 


(4) A solicitor shall not have authority to bind risks 
or countersign policies. 


{5) The transactions of a solicitor under his license 
shall be in the name of the agent by whom appointed, 
and such agent shall be responsible for the acts or omis- 
sions of the solicitor within the scope of his appoint- 
ment. 


(6) The solicitor shall maintain his office with that 
of the appointing agent, and records of his transactions 
under the license shall be maintained as a part of the 
reeords of such agent. 


(7) The solicitor’s license shall remain in the custody 
of the agent by whom appointed. Upon termination of 
the appointment, the agent shall give written notice 
thereof to the commissioner and deliver the lcense to 
the commissioner for eancellation. 


Section 166. Insurance vending machines. (1) A li- 
censed resident agent may solicit applications for and 
issue poheies of personal travel accident insurance by 
means of mechanical vending machines supervised by 
him and placed at airports, railroad stations, bus stations 
and similar places where transportation tickets are sold 
and of convenience to the traveling publie, if the com- 
missioner finds: 


(a) That the policy to be sold provides reasonable 
coverage and benefits, is reasonably suited for sale and 
issuance through vending machines, and that use of such 
a machine therefor in a particular proposed location 
would be of material convenience to the public; 
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(b) ‘hat the type of vending machine proposed to 
be used is reasonably suitable and practical for the 
purpose ; 


(c} That reasonable means are provided for inform- 
ing the prospective purchaser of any such policy of the 
coverage and restrictions of the policy; and 


(d) That reasonable means are provided for refund 
to the applicant or prospective applicant of money in- 
serted in defective machines and for which no insuranee, 
or a less amount than that paid for, is actually received. 


(2) As to each such machine to be so used, the com- 
missioner shall issue to the agent a special vending ma- 
chine license. The license shall specify the name and 
address of the insurer and agent, the name of the policy 
to be so sold, the serial number of the machine, and the 
place where the machine is to be in operat-on. The license 
shall be subject to annual continuation, to expiration, 
suspension or revocation coincidentally with that of the 
agent. The commissioner shall also revoke the license 
as to any machine as to which he finds that the condi- 
tions upon which the machine was licensed, as referred 
to in subsection (1}, no longer exist. The license fee 
shall be as stated in section 45 for eaeh license year or 
part thereof for each respective vending machine. Proof 
of the existence of a subsisting license shall be displayed 
on or about each such vending machine in use in such 
manner as the commissioner may reasonably require. 


Section 167. Place of business—Display of license— 
Records. 


(1) Every agent shall have and maintain in this state 
a place of business aceessible to the public. Such place 
of business shall be that wherein the licensee principally 
couduets transactions under his license. The address 
of such place shall appear upon the license, and the 
licensee shall promptly notify the commissioner of any 
ehange thereof. Nothing in this section shall be deemed 
to prohibit maintenance of such place of business in the 
licensee’s place of residence in this state. 


(2) The licenses of the licensee, and the licenses of 
solicitors appointed by and representing the licensee, 
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shall be conspicuously displayed in such place of busi- 
ness in a part thereof customarily open to the public. 


(3) The agent shall keep at his place of business 
eomplete records pertaining to transactions under his 
license and the licenses of his solicitors, for a period of 
at least three (3) years after completion of the respec- 
tive such transactions. 


(4) This seetion shall not apply as to life and clis- 
ability insurances. 


Section 168. Reporting and accounting for premiums. 
(1) All premiums or return premiums received by an 
agent or solicitor shall be trust funds so received by 
the licensee in a fiduciary capacity, and the agent or 
solicitor shall in the applicable regular course of busi- 
ness account for and pay the same fo the insured, in- 
surer or agent entitled thereto. If the licensee establishes 
a separate deposit for funds so belonging to others in 
order to ayoid a commingling of such fidneiary funds 
with his own funds, he may deposit and commingle in 
the same such separate deposit all such funds belonging 
to others so long as the amount of such deposit so held 
for each respective other person is reasonably ascertain- 
able from the records and aceounts of the licensee. 


(2) Any agent or solicitor who, not being lawfully 
entitled thereto, diverts or appropriates such funds or 
any portion thereof to his own use, shall upon conviction 
be guilty of larceny and shall be punished as provided 
by law. 


Section 169. Exchange of business; sharing commis- 
sions. (1) An agent may, occasionally only, place an 
insurance coverage with an insurer as to whieh he is not 
then licensed or appointed as an agent. and the insurer 
shall accept such business, ouly when placed through a 
licensed agent, resident in this state, of the isurer. 
Both agents involved in such an exchange of business 
must be licensed as to ali of the kinds of imsurance rep- 
resented by the coverage so placed. 


(2) The agents involved in a lawful exchange of ' 


business under subsection (1} above may divide between 
them the commission or compensation payable on ac- 
count of such coverage. 
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(3) No agent or solicitor shall directly or indirectly 
share his commissions or other compensation received 
or to be received by him on aceount of a transaction 
under his heense with any person not also licensed under 
this chapter as io the same kind or kinds of insurance 
involved in such transactions, except as provided in see- 
tion 69 (policies originating outside state, ete.). This 
provision shall not affect payment of the regular salaries 
due employees of the licensee, or the distribution in 
regular course of business of compensation and profits 
among members or stockholders if the licensee is a firm 
or corporation, or use of funds for family or persona} 
plirposes. 


(4) This section does not apply as to those transae- 
tions with surplus lines agents which are lawful under 
section 190 nor as to life or disability insurance placed 
as provided in section 170. 


Section 170. Life or disability agent may place excess 
or rejected business. A hfe or disability insurance agent 
may from time to time place excess or rejected risks in 
any other life or disability insurer authorized to trans- 
aet insurance in this state, with the knowledge and ap- 
proval of the msurer or insurers as to which the agent 
is so licensed, and may receive a commission thereon 
without being required to have a license as to such other 
insurer. 


Seetion 171. Adjuster’s license; qualifications; catas- 
trophe adjustments. (1) No person shall in this state act 
as or hold himself out to be an adjuster unless then li- 
censed therefor under this chapter. Application for h- 
eense shall be made to the commissioner according to 
forms as prescribed and furnished by him. The commis- 
sioner shall issue the license as to individuals qualified 
therefor upon payment of the license fee stated im section 
45, 


(2) To be licensed as an adjnster the applicant must 
be qualified therefor as follows: 


(a) Must be an individual twenty-one (21) years of 
age or more. 


(b} Must be a resident in and of Montana, or resi- 
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dent of another state which will permit residents of Mon- 
tana regularly to act as adjusters in such other state. 


(e) Must be a full-time salaried employee of a li- 
censed adjuster, or a graduate of a recognized law school, 
or must have had experience or special education or 
training as to the handling of loss elarms under insurance 
eontracts of sufficient duration and extent reasonably 
to make him competent to fulfill the responsibilities of 
an adjuster. 


(d} Must be of good character and reputation. 


{e) Must have and maintain in this state an office 
accessible to the public and keep therein the usual and 
customary records pertaining to transactions under the 
license. This provision shall not be deemed to prohibit 
maintenance of such office in the home of the licensee. 


(3) <A firm or corporation, whether or not organized 
under the laws of this state, may be leensed as an ad- 
juster if each individual who is to exercise the License 
powers is separately licensed, or is named in the firm or 
corporation license and is qualified as for an individual 
license as adjuster. An additional full license fee shall 
be paid as to each individual in excess of one so named 
in the firm or corporation license to exercise its powers. 


(4) Except, that no such adjuster’s license or quali- 
fications shall be required as to any adjuster who is sent 
into this state by and on behalf of an msurer or adjust- 
ing firm or corporation for the purpose of investigating 
or making adjustments of a particular loss under an 
insurance poliey, or for the adjustment of a series of 
losses resulting from a catastrophe common to all such 
losses. 


Section 172. Continuance, expiration of licenses. 


(1) All solicitor and adjuster licenses issued under 
this chapter, and all agent licenses as to life and/or dis- 
ability insurance only, shall continue in force until ex- 
pired, suspended, revoked or terminated, but subject to 
payment to the commissioner annually on or before Alay 
1 of the applicable continuation fee as stated in section 
45, accompanied by written request for such continua- 
tion. Such request for continuation as to ageut Licenses 


—848— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


for life insurance and/or disability insurance only, shall 
be made by the insurer in the form of an alphabetical 
list in duplicate of the names and addresses of its agents 
whose licenses are to be continued in this state, accom- 
panied by payment of the annual continuation fee there- 
for as provided in section 45. At the same time the in- 
surer shali also file with the commissioner an alphabeti- 
eal list in duplicate of the names and addresses of all its 
agents whose licenses in this state are not to remain in 
effect. Section 161 (5) shall apply as to any Heenses so 
terminated by the insurer. As to a solicitor’s license, 
such request shall be signed by the agent by whom the 
licensee is employed. 


(2) Any license referred to in subseetion (1) as to 
which such fee and request for continuation is not re- 
ceived by the commissioner as required in such sub- 
section (1) shall be deemed to have expired as at mid- 
night on May 31 next following. Request for continua- 
tion of any such license and /or payment of the continua- 
tion fee therefor which ts received by the commissioner 
after such May 1 and prior to the next following June 
15, may be accepted and effectuated by the commissioner, 
in his discretion, if accompanied by an annual continua- 
tion fee in twice the amount otherwise required. 


(3) The license of an agent as to property or casualty 
or surety insurance shall continue in force as long as 
there is in effect as to such agent as shown by the com- 
missioner ’s records an appointment or appointments, as 
agent of authorized insurers, covering collectively all of 
the kinds of insurance ineluded in the agent’s Lcense. 
Upon termination of all of such an agent's agency ap- 
pointments as to a particular kind of insurance, and 
failure to seeure and file with the commissioner a new 
appointment as to snch kind of insurance within ninety 
(90) days thereafter, the agent’s license shall auto- 
matically thereupon expire and terminate as to such kind 
of insurance and the licensee shall promptly deliver kis 
license to the commissioner for reissuance, without fee 
or charge, as to the kinds of insurance covered by the 
agent’s remaining appointments. 


(4) This section shall not apply to temporary 1i- 
censes issued under section 163. 
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Section 173. Suspension, revocation, refusal of li- 
cense. 


(1) The commissioner may suspend for not more than 
twelve (12) months, or may revoke or refuse to con- 
tinue any license issued under this chapter or any sur- 
plus line agent license if, after hearing held on not. less 
than twenty (20) days advance notice by registered mail 
of such hearing and of the charges against the licensee 
given as provided in section 30 (3) to the licensee and 
to the insurers represented (as to an agent) or to the 
appointing agent (as to a solicitor), he finds that as to 
the licensee any one or more of the followmg causes 
exist : 


(a) For any cause for which issuance of the license 
could have been refused had it then existed and been 
known to the commissioner. 


(b) For obtaining or attempting to obtain any such 
license through misrepresentation or fraud. 


(e) For violation of or noncompliance with any ap- 
plicable provision of this code, or for wilful violation 
of any lawful rule, regulation, or order of the commis- 
sioner. 

(d) For misappropriation or conversion to his own 
use, or illegal withholding, of moneys or property be- 
longing to policyholders, or insurers, or beneficiaries, or 
others and received in conduct of business under the 
license. | 

(e) Conviction, by final judgment, of a felony in- 
yolving moral turpitude. 

(f) If in the conduct of his affairs under the license 
the licensee has used fraudulent or dishonest practices, 
or has shown himself to be incompetent, untrustworthy 
or a source of injury and loss to the public. 


(2) The license of a firm or corporation may be sus- 
pended, revoked or refused also for any of such causes 
ag relate to any individual designated in the license to 


exercise its powers. 


Section 174. Procedure following suspension, revoca- 
tion. 
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(1) Upon suspension or revocation of any such license 
the commissioner shall forthwith notify the licensee 
thereof either in person or by mail addressed to the l- 
censee at his address last of record with the commis- 
sioner. Notice by mail shall be deemed effectuated when 
so mailed. The commissioner shall give like notice to 
the insurers represented by the agent, in the case of an 
agent’s license, and to the agent by whom appomted in 
the ease of a solicitor’s license. 


(2) Suspension or revoeation of the license of an 
agent shall .«utoimatically revoke or suspend the heenses 
of all solicitors appointed by him. 


(3) The eommi.sioner shall not again issue license 
under this code to or as to any person whose license has 
been revoked, until after expiration of one year and 
thereafter not until such person again qualifies therefor 
in aceordanee with the applicable provisions of this eode. 
A person whose license has been revoked twice, shall not 
again be eligible for any license under this code. 


{4) If the leense of a firm or corporation is so sus- 
pended or revoked, no member of sueh firm, or offieer 
or director of such corporation, shall be licensed or be 
designated in any license to exercise the powers thereof 
during the period of such suspension or revocation, wu- 
less the commtssioner determines upon substantial evi- 
denee that such member, officer or director was not. per- 
sonally at fault and did not acquiesce in the matter on 
account of which the license was suspended or revoked. 


Section 175, Return of license. 


(1) <All licenses issued under this chapter, although 
issued and delivered to the licensee agent, solicitor or 
adjuster, shall at all times be the property of the State 
of Montana. Upon any expiration, termination, suspen- 
sion or revocation of the license, the licensee or other per- 
son having possession or custody of the license shall 
forthwith deliver it to the commissioner either by per- 
sonal! delivery or by mail. 


(2) As to any license lost, stolen or destroyed while 
in the possession of any such licensee or person, the eom- 
missioner May accept in lieu of return of the license, the 
affidavit of the licensee or other person responsible for 
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or involved in the safekeeping of such license, concerning 
the facts of such loss, theft or destruction. 


CHAPTER 9 — 
UNAUTHORIZED INSURERS AND SURPLUS LINES 


Section 176. Representing or aiding unauthorized in- 
surer prohibited. 


{1} No person shall in this state directly or indireetly 
act as agent for, or otherwise represent or aid on behalf 
of another, any insurer not then authorized to transact 
insurance in this state, in the solicitation, negotiation or 
effectuation of insurance or of annuity contracts, in- 
spection of risks, fixing of rates, investigation or adjust- 
ment of losses, collection of premiums, or in any other 
manner in the transaction of insurance with respect to 
subjects of insurance resident, located or to be performed 
in this state. 


(2) This section shall not apply to: 


(a) Acceptance of service of process by the commis- 
sioner under section 180. 


(b) Surplus lines insurance, and other transactions 


as to which certificate of authority is not required of an 
insurer as stated in seetion 47. 


(3) Any person violating this section shall upon con- 
yietion thereof be guilty of a felony. 


Section 177. Suits by unauthorized insurers prohi- 
bited. As to transactions not permitted under section 47 
of this code, no unauthorized insurer shall institute or 
file, or cause to be instituted or filed, any sult, action or 
proceeding in this state to enforce any right, claim or 
demand arising out of any insurance transaction in this 
state, until such insurer has obtained a certificate of au- 
thority to transact such insurance in this state. 


Section 178. Unauthorized insurers process act; title; 
interpretation. (1) Sections 178 through 183 constitute 
and may be cited as the unauthorized insurers process 
act. 

(2) Such act shall be so interpreted as to effectuate 
its general purpose to make uniform the law of those 
states which enact it. 
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Section 179. Commissioner process agent. Delivery, 
effectuation, or solicitation of any insurance contract, 
by mail or otherwise, within this state by an unauthorized 
insurer, or the performance within this state of any other 
service or transaction connected with such insurance by 
or on behalf of such insurer, shall be deemed to constitute 
an appointment by such insurer of the commissioner and 
his successors in office as its attorney, upon whom may 
be served all lawful process issued within this state in 
any action or proceeding against such insurer arising out 
of any such contract or transaction; and shall be deemed 
to signify the insurer’s agreement that any such service 
of process shall have the same legal effect and validity 
as personal service of process upon it In this state. 


Section 180. Service of process. (1) Service of pro- 
cess upon any such insurer pursuant to section 179 shail 
be made by delivering to and leaving with the commis- 
sioner or some person in apparent charge of his office 
two (2) eopies thereof and the payment to him of such 
fees as may be prescribed by law. The commissioner 
shall forthwith mail by registered mail one of the eopies 
of such process to the defendant at its principal place 
of business last known to the commissioner, and shall 
keep a record of all process so served upon him. Such 
service of process is sufficient, provided notice of suck 
service and a copy of the process are sent within ten days 
thereafter by registered mail by plaintiff’s attorney to 
the defendant at its last known principal place of busi- 
ness, and the defendant’s receipt or receipt issued by 
the post office with which the letter is registered, show- 
ing the name of the sender of the letter and the name and 
address of the person to whom the letter is addressed. 
and the affidavit of the plaintiff’s attorney showing a 
compliance herewith are filed with the clerk of the court 
in which such action is pending on or before the date the 
defendant is required to appear, or within such further 
time as the court may allow. 


(2) Service of process in any such action, suit or pro- 
ceeding shall in addition to the manner provided in sub- 
section (1) of this section be valid if served upon any 


person within this state, who in this state on behalf of 
such insurer is: 


{a} Soliciting insurance, or 
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(b) Making any contract of insurance or issuing or 
delivering any policies or written contracts of insur- 
ance, or 


(e) Colleeting or receiving any premium for msur- 
ance; and a copy of such process is sent within ten (10) 
days thereafter by registered mail by the plaintiff’s at- 
torney to the defendant at the last known principal 
place of business of the defendant, and the defendant’s 
receipt, or the receipt issued by the post office with 
which the letter is registered, showing the name of the 
sender of the letter and the name and address of the per- 
son to whom the letter is addressed, and the affidavit of 
the plaintiff’s attorney showing a compliance herewith 
are filed with the clerk of the court. in which such action 
is pending on or before the date the defendant is re- 
quired to appear, or within such further time as the court 
may allow. 


(3) No plaintiff or complainant shall be entitled to a 
judgment by default under this section until the expira- 
tion of thirty (30) days from the date of the filing of 
the affidavit of compHance. 


(4) Nothing im this section contained shalt limit or 
abridge the right to serve any process, notice or demand 
upon any insurer in any other manner now or hereafter 
permitted by law. 


Section 181. Exemptions from service of process pro- 
visions, Sections 178, 179 and 180 shall not apply to sur- 
plus line insurance lawfully effectuated under this chap- 
ter, or to reinsurance, nor to any action or proceeding 
against an unauthorized insurer arising out of: 


(1) Wet marine and transportation insurance. 


(2) Insurance on or with respect to subjects located, 
resident, or to be performed wholly outside this state, or 
on or with respect to vehicles or aircraft owned and 
principally garaged outside this state. 


(3) Insurance on property or operations of railroads 
engaged in interstate commerce, or 


(4) Insurance on aireraft or cargo of such aircraft, 
or against liability, other than employer's hability, aris- 
ing out of the ownership, maintenance, or use of such 
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aircraft, where the policy or contract. contains a provi- 
sion designating the commissioner as its attorney for the 
aceeptance of service of lawful process in any action or 
proceeding instituted by or on behalf of an insured or 
beneficiary arising out of any such policy, or where the 
insurer enters a general appearance in any such action. 


Section 182. Defense of action by unauthorized in- 
surer. (1) Before an unauthorized insurer shall file or 
cause to be filed any pleading in any action or proceeding 
instituted agamst it under sections 179 and 180 of this 
chapter, such insurer shall: 


(a) Procure a certificate of authority to transact in- 
surance in this state, or 


(b) Deposit with the clerk of the court in which such 
action or proceeding is pending cash or securities or file 
with such elerk a bond with good and sufficient sureties, 
to be approved by the court, in an amount to be fixed 
by the court sufficient to secure the payment of any final 
judgment which may be rendered in such action. The 
court may in its discretion make an order dispensing with 
such deposit or bond where the insurer makes a showing 
satisfactory to the court that it maintains in a state of 
the United States funds or securities, in trust or other- 
wise, sufficient and available to satisfy any final judg- 
ment which may be entered in such action or proceeding, 
and that the insurer will pay any final judgment entered 
therein without requiring suit to be brought on such 
judgment in the state where such funds or securities are 
located, 


(2) The court in any action or proceeding in which 
service 1s made in the manner provided in section 180 
may, m its discretion, order such postponement as may 
be necessary to afford the defendant reasonable oppor- 
tunity to comply with the provisions of subsection (1) 
above, and to defend suck action. 


(3) Nothing in subsection (1}, above, is to be con- 
strued to prevent an unauthorized insurer from filing a 
motion to quash or to set aside the service of any process 
made in the manner provided in section 180 hereof, on 
the ground either: 
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(a) That such unauthorized insurer has not done any 
of the acts enumerated in section 179, or 


(b) That the person on whom service was made pur- 
suant to subsection (2) of section 180 was not doing any 
of the acts therein enumerated. 


Section 183. Attorneys fees. In any action against an 
unauthorized msurer under this unauthorized insurers 
service of process act, if the insurer has failed for thirty 
(380) days after demand prior to the commencement of 
the action to make payment in accordance with the terms 
of the insurance econtraet, and it appears to the eourt 
that such refusal was vexatious and without reasonable 
cause, the court may allow to the plaintiff a reasonable 
attorney’s fee and include such fee in any judgment that 
may be rendered in such action. The fee shall not ex- 
ceed one-third of the amount which the court or jury 
finds the plaintiff is entitled to recover against the in- 
surer, but in no event shall such fee be less than one 
hundred dollars ($100.00). Failure of an insurer to de- 
fend any such action shall be deemed prima facie evi- 
dence that its failure to make payment was vexatious 
and without reasonable cause. 


Section 184. Surplus line insurance law; title. Sec- 
tions 184 through 201 of this chapter constitute and may 
be referred to as ‘‘the surplus line insurance law.’’ 


Section 185. ‘‘Surplus line’ insurance. If certain in- 
surance coverages cannot be procured from authorized 
insurers, such coverages, hereinafter designated ‘‘surplus 
lines,’’ may be procured from unauthorized insurers sub- 
ject to the following conditions: 


(1) The insurance must be procured through a li- 
eensed surplus line agent. 


(2) The full amount of insurance required must not 
be procurable, after diligent effort has been made to do 
so, from among a majority of the insurers authorized to 
transaet and actually writing that kind and class of in- 
surance in this state and the amount of insurance placed 
in an unauthorized insurer shall be only the excess over 
the amount procurable from authorized insurers. 
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(3) The insurance must not be so procured for the 
purpose of securing advantages either as to: 


{a} <A lower premium rate than would be accepted 
by an authorized insurer; or 


(b} Terms of the insurance contract. 


Section 186. Agents affidavit. At the time of proeur- 
ing, effecting, and issuing any such insurance, the surplus 
line agent shall execute an affidavit, in form as pre- 
seribed or accepted by the commissioner, setting forth 
facts referred to in section 185 and file such affidavit 
with the commissioner. Affidavits filed under this section 
shall be subject to public inspection unless the commis- 
sioner determines that the public interest requires other- 
wise. 


Section 187. Endorsement of contract. Every insur- 
anee contract, cover, note, or certificate of insurance 
procured and delivered as a surplus line coverage under 
this law shall be endorsed as having been ‘‘issued m an 
unauthorized insurer under the surplus line insurance 
law, under agent's Heense No............. .”’ The surplus line 
agent shall properly fill in and sign the endorsement. 


Section 188. Surplus line insurance valid. Insurance 
contracts procured as ‘‘surplus line’’ coverages from un- 
authorized insurers in accordance with this law shall be 
fully valid and enforceable as to ali parties, and shall be 
given acceptance and recognition in all matters and re- 
spects to the same effect as like contracts issued by 
authorized insurers. 


Section 189. Licensing of surplus line agent; fee; 
bond, Any person, while licensed as a resident insurance 
agent of this state as to property, casualty, and surety 
insurances, and who is deemed by the commissioner to be 
qualified therefor by insurance experience and to be 
trustworthy, may be licensed as a surplus line agent as 
follows : 


(1) Applheation to the commissioner for the Lcense 
shall be made on forms furnished by the commissioner. 


(2) license fee in the amount stated in section 43 
shall be paid to the commissioner. The license shall ex- 
pire on the April 1 next after its date of issue. 
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(3) Prior to issuance of license the applicant shall 
file with the commissioner, and thereafter for as long 
as the license remains in effect he shall keep in force a 
bond in favor of the State of Montana in the penal sum 
of two thousand dollars ($2,000), with authorized eor- 
porate sureties approved by the commissioner. The bond 
shall be conditioned that the agent will conduct business 
under the license in accordance with the provisions of 
the surplus lines insurance law and that he will promptly 
remit the taxes provided by such law. The bond shall 
not be terminated unless at least thirty (30) days prior 
written notice thereof is filed with the commissioner. 


Section 190. Agent’s authority under license; accept- 
ance of business from other agents. (1) Under a surplus 
line agent’s license the licensee shall have the right to 
place surplus line coverages, in compliance with the sur- 
pilus line insurance law, with any foreign or alien in- 
surer or insurers not otherwise authorized to transact 
insurance in this state, and as to such coverages to act 
as agent in this state for such insurer or insurers. 


(2) The surplus line agent may accept surplus line 
business from any duly licensed agent of an authorized 
insurer and may compensate him therefor. 


Section 191. Surplus lines in solvent insurers. A sur- 
plus line agent shall not knowingly place surplus line in- 
surance with insurers unsound financially. The agent 
shall ascertain the financial condition of the unauthorized 
insurer before placing insurance therewith. The agent 
shall so insure only either: 


(1) With an insurer which is an authorized in- 
surer in at least one state of the United States for the 
kind of insurance involved, and which, if a stock insurer, 
has eapital stock and surplus of at least three hundred 
fifty thousand dollars ($350,000) or, if any other type 
of insurer, has surplus of at least three hundred fifty 
thousand dollars ($350,000); or 


(2) With an alhen insurer, other than one qualified 
under subdivision (1} above, which has an established 
aud effective trust fund of at least four hundred thon- 
sand dollars ($400,000) within the United States admin- 
istered by a recognized financial institution and held for 
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the benefit of all its policyholders in the United States or 
policyholders and creditors in the United States. 


Section 192. Evidence of the insurance; changes; 
penalty. (1) Upon placing a surplus line coverage the 
surplus line agent suall promptly issue and deliver to 
the insured evidence of the insurance, consisting either 
of the policy as issued by the insurer or, if such policy 
is not then available, a certificate of insurance signed or 
countersigued by the agent. Such certificate shall show 
the subject, coverage, conditions and term of the insur- 
ance, the premium charged and taxes collected from the 
insured, and the name and address of the insurer. If the 
direct risk is assumed by more than one insurer, the cer- 
tificate shall state the name and address and proportion 
of the entire direct risk assumed by each such insurer. 


(2) If after the issuance and delivery of any such 
certificate there is any change as to the identity of the 
insurers, or the proportion of the direct risk assumed 
by the insurer as stated in the original certificate, or in 
any other materia! respect as to the insurance coverage 
evidenced by the certificate, the agent shall promptly 
issue and deliver to the insured a substitute certificate 
accurately showing the eurrent status of the eeverage and 
the insurers responsible thereunder. 


(3) If a policy issued by the insurer is not available 
upon placement of the insuranee and the agent has issued 
and delivered a certificate as hereinabove provided, upon 
request therefor by the insured the agent shall as soon 
as reasonably possible procure from the insurer its policy 
evidencing such insurance and deliver such policy to the 
insured in replacement of the certificate theretofore 
issued. 


{4) Any surplus Kne agent who knowimely or negli- 
cently issues or delivers a false certificate of insurance, 
or fails promptly to notify the msured of any material 
change with respect to such insurance by delivery to the 
insured of a substitute certificate as provided in subsec- 
tion (2), shall be guilty of a violation of this code and 
npen conviction shall be subjeet to the penalties pro- 
vided by section 17 of this code or to any greater applic- 
able penalty otherwise provided by law. 
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Section 193. Liability of insurer as to losses and un- 
earned premiums. (1) As to a surplus line risk which 
has been assumed by an unauthorized insurer pursuant 
to this surplus lines insurance law, and if the premium 
thereon has been received by the surplus line agent who 
placed such insurance, in ali questions thereafter arising 
under the coverage as between the insurer and the in- 
sured the insurer shall be deemed to have received the 
premium due to it for such coverage; and the insurer 
shall be liable to the insured as to losses covered by such 
insurance, and for unearned premiums which may become 
payable to the insured upon cancellation of such insur- 
ance, whether or not in faet the agent is indebted to the 
insurer with respect to such insurance or for any other 
eause. This provision shall not affect rights as between 
the insurer and the surplus line agent. 


(2) Each unauthorized insurer assuming a surplus 
lines direet risk under this surplus line insurance law 
shall be deemed thereby to have subjected itself to the 
terms of this section. 


Section 194. Records and annual statement. (1) Each 
surplus line agent shall keep a separate record and ac- 
count of all business transacted under his license, includ- 


ing a copy of each daily report, if any, and of each cer- 


tificate of insurance issued by him. The records shall 
be available for examination by the commissioner at any 
reasonable time within five (5) years after the issuance 
of the coverage to which it relates. 


(2} Prior to April 1 of each year the agent shall file 
with the commissioner a statement for the calendar year 
preceding, showing: 


{a) Name and address of each insured for whom sur- 
plus line insurance was procured; 


(b) Name and home office address of each insurer 
providing such insurance; 


(ec) Amount of each such coverage, the premium rate 
and the gross premium charged therefor; 


(d) Date and term of the policy; 


(e} Amount of premium returned on each policy can- 
celled or not taken; and 
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(f) Sueh additional information as the commissioner 
may reasonably require. 


Section 195. Tax on surplus lines. There is imposed 
upon premiums collected fer surplus line insurance trans- 
acted in this state a tax at the same rate and computed 
in the same manner as provided in section 66 as to premi- 
ums of authorized insurers; except that amounts collected 
from the insured specifically for applicable state and 
federal taxes, and in excess of the premium otherwise 
required, shall not be deemed to be part of the premium 
for the purposes of such computation. Upon filimg of the 
annual statement referred to in section 194 (2) the sur- 
plus line agent shall pay to the commissioner the amount 
of tax owing as to surplus line insurance business trans- 
acted by him during the preceding calendar year. If a 
surplus line policy covers risk or exposures only par- 
tially in this state, the tax payable shall be computed 
upon the proportion of the premium which is properly 
allocable to the risks or exposures located in this state. 


Section 196. Penaity for failure to file statement, 
pay tax. Every surplus line agent who fails to make 


and file the annual statement as required under section 


194 or to pay the taxes as required under section 195, 
shall be liable to a penalty of twenty-five dollars ($25) 
for each day of delinquency, commencing with April 1. 
The tax and penalty may be recovered in an action in- 
stituted by the commissioner in the name of the state in 
any court of competent jurisdiction, the attorney general 
representing him. The penalty when collected shall be 
paid to the state treasurer and placed to the credit of the 
general fund. The surplus line agent’s license shall also 
be subjeet to revocation as provided in section 197. 


Section 197. Revocation of agent’s license. {1} The 
commissioner shall revoke or suspend any surplus line 
agent’s license, together with his license as an insurance 
agent or solicitor: 


{a) If the agent fails to file his annual statement or 
to remit the tax as required by law; or 


(b) If the agent fails to keep the records, or to allow 
the commissioner to examine his records, as required by 
law; or 
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{e) If the agent falsifies the affidavit required by 
section 186; or 


{d} For any of the causes for which an insuranee 
agent’s license may be revoked. 


{2) The procedures provided by section 173 for ihe 
suspension or revocation of agents’ licenses shall be ap- 
plicable to suspension or revoeation of a surplus line 
agent’s leense. 


(3) No agent whose Heense has been so revoked or 
suspended shall again be so leensed within one year 
thereafter, nor until all penalties and delinquent taxes 
owing by him have been paid. 


Section 198. Actions against insurer; venue; service 
of process. Every unauthorized insurer issuing a surplus 
line coverage under this surplus line insurance law shall 
be deemed to be doing business in this state as an un- 
licensed insurer, and may be sued in this state upon any 
eause of action arising under any insurance contract so 
made by it. Such suit shali be brought in the district 
eourt of the county wherein the plaintiff resides. 


Section 199. Commissioner appointed process agent; 
service of process. (1) Every surplus line insurer before 
insuring as such under this law shall in writing appoint 
the commissioner as its true and lawful attorney upon 
whom legal process in any action or proceeding against 
it in this state shall be served; and in such writing shall 
agree that any such process served upon such attorney 
shall be of the same legal force and validity as if served 
in this state upon such insurer, and that such authority 
shall continue im feree so long as any Hability remains 
outstanding against it in this state. At the time of filing 
such appeintment the insurer shail also file designation 
of the name and address cf the person to whom process 
agaiust it served upon the commissioner is to be for- 
warded. The insurer may change such designation by a 
new filing. 


(2) Serviee npon such an insurer shall be made upon 
the commissioner, and In accordance with the procedures, 
requirements, and results as provided under section 64. 


Section 200. Rules and regulations. (1) The commis- 
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sioner shall make or may approve and adopt reasonable 
rules and regulations, cousistent with this surplus line 
insurance law, for any or all of the following purposes: 


(a) Effectuation of such law; 


(b) Establishment of procedures through which de- 
termination is to be made as to the eligibility of particu- 
lar proposed coverages for placement with a surplus line 
insurer or Insurers; and 


(c) Establishment, procedures, and operations of any 
voluntary organization of surplus line insuranee agents 
or others designed to assist such agents to comply with 
such law. 


(2) Such rules and regulations shall be subject to 
the procedures and carry the penalty provided by section 
29. 


Seetion 201. Exemptions from surplus line law. The 
provisions of this surplus line insurance law controlling 
the placing of insuranee with unauthorized insurers shall 
net apply to reinsurance or to the following insurances 
when so placed by licensed insurance agents of this 
state: 


(1) Wet marine and transportation insurances; 


(2) Insurance on subjects located, resident, or to be 
performed wholly outside of this state, or on vehicles or 
aireraft owned and principally garaged outside this 
state ; 


(3) Insurance on property or operations of railroads 
engaged in interstate commerce; and 


(4) Insurance of aireraft owned or operated by man- 
ufaeturers of aireraft, or aircraft operated in seleduled 
interstate flight, or eargo of such aircraft, or against 
liability, other than workmen’s compensation and em- 
ployer’s liability, arising out of the ownership, mainte- 
nance or use of such aircraft. 


Section 202. Report and tax of independently pro- 
cured coverages. (1) Every insured who in this state 
procures or causes to be procured or continues or renews 
insurance in an unauthorized foreign insurer, cr any self- 
insurer who in this state so procures or continues excess 
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loss, catastrophe or other insurance, upon a subject of 
insurance resident, located or to be performed within this 
state, other than insurance procured through a surplus 
line agent pursuant to the surplus line insurance law of 
this state or exempted from such law under section 201, 
shall within thirty (30) days after the date such insur- 
ance was so procured, continued, or renewed, file a writ- 
ten report of the same with the commissioner on forms 
designated by the commissioner and furnished to such 
an insured upon request. The report shall show the name 
and address of the insured or insureds, name and ad- 
dress of the insurer, the subject of the insurance, a gen- 
eral description of the coverage, the amount of premium 
currently charged therefor, and such additional pertinent 
information as is reasonably requested by the commis- 
sioner. If any such insurance covers also subject of in- 
surance resident, located or to be performed outside this 
state a proper pro rata portion of the entire premium 
payable for all such insurance shall be allocated as to 
the subjects of insurance resident, located or to be per- 
formed in this state, for the purposes of this section. 


(2) Any imsurance in an unauthorized insurer pro- 
eured through negotiations or an application in whole 
or in part oceurring or made within or from within this 
state, or for whieh premiums in whole or in part are re- 
mitted directly or indirectly from within this state, shall 
be deemed to be insuranee procured, or continued or 
renewed in this state within the intent of subsection 
(1) above. 


(3) For the general support of the government of 
this state there is levied upon the obligation, chose in 
action, or right represented by the premium charged or 
payable for such insurance, a tax at the rate of two 
(2%) percent of the gross amount of such premium. 
The insured shall withhold the amount of the tax from 
the amount of preminm charged by and otherwise pay- 
able to the insurer for such insurance, and within thirty 
(30) days after the insurance was so procured, continued 
or renewed, and comeideutally with the filme with the 
commissioner of the report provided for in subsection 
(1) above, the insured shall pay the amount of the tax 
to the state treasurer through the commissioner. 


—864— 


THIRTY-SIATH LEGISLATIVE ASSEMBLY 


(4) If the insured fails to withhold from the premium 
the amount of tax herein levied, the insured shall be 
liable for the amount thereof and shall pay the same to 
the commissioner within the time stated in subsection 
(3) above. 


(5) The tax imposed hereunder if delinquent shal} 
hear interest at the rate of six (6%) percent per an- 
num, compounded annually. 


(6) The tax shall be collectible from the insured by 
elvil action brought by the commissioner. 


(7) This section does not abrogate or modify, and 
shall not be construed or deemed to abrogate or modify, 
any provision of section 176 (representing or aiding un- 
authorized insurers prohibited} or 177 (suits by’ un- 
authorized insurers prohibited), or any other provision 
of this code. 


(8) This section does not apply as to life or disability 
insurances : 


CHAPTER 10-— TRADE PRACTICES AND FRAUDS 


Section 203. Purposes of trade practices law. The 
purpose of sections 203 through 217 is to regulate trade 
practices in the business of insurance in accordance with 
the intent of Congress as expressed in the Act of Con- 
gress of March 9, 1945 (Public Law 15, 79th Congress 
(ch. 20, 50 U.S. Stat. at Large 33))}, by defining, or pro- 
viding for determination of, all such practices in this 
state which constitute unfair methods of competition or 
unfair or deceptive acts or practices and by prohibiting 
the trade practices so defined or determined. 


Section 204. Unfair methods, deceptive acts prohi- 
bited. No person shall engage in this state in any trade 
practice which is defined in this chapter as, or deter- 
mined pursuant to this chapter to be, an unfair method of 
competition or an unfair or deceptive act or practice in 
the business of insurance. 


Seetion 205. Misrepresentation, false advertising of 
policies, No person shall make, issue, circulate, or cause 
to be made, issued, or circulated, any estimate, circular, 
or statement misrepresenting the terms of any policy 
issned or to be issued or the benefits or advantages 
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promised thereby or the dividends or share of the surplus 
to be received thereon, or make any false or misleading 
statement as to the dividends or share of surplus pre- 
viously paid on similar policies, or make any misleading 
Tepresentation or any misrepresentation as to the fi- 
nancial condition of any insurer, or as to the legal re- 
serve system upon which any life insurer operates, or 
use any name or title of any policy or class . policies 
misrepresenting the true nature thereof. 


Seetion 206. False information, advertising. No per- 
son shall make, publish, disseminate, circulate, or place 
before the public, or cause, directly or indirectly, to be 
made, published, disseminated, circulated, or placed be- 
fore the public, in a newspaper, magazine or other pub- 
lication, or in the form of a notice, circular, pamphlet, 
letter or poster, or over any radio or television station, 
or in any other way, an advertisement, announcement or 
statement containing any assertion, representation or 
statement with respect to the business of insurance or 
with respect to any person in the conduct of his insurance 
business, which is untrue, deceptive or misleading. 


Section 207. ‘“‘Twisting’’ prohibited. No persou shall 
make or issue, or cause to be made or issued, any written 
or oral statement misrepresenting or making incomplete 
comparisons as to the terms, conditions, or benefits con- 
tained in any policy for the purpose of inducing or at- 
tempting or tending to induce the policyholder to lapse, 
forfeit, surrender, retain, exchange or convert any in- 
surance policy. 


Section 208. False financial statements. (1) No per- 
son shall file with any supervisory or other publie of- 
fieial, or make, publish, disseminate, cireulate or deliver 
to any person, or place before the public, or cause di- 
rectly or tndirectly, to be made, published, disseminated, 
circulated, delivered to any person, or placed before the 
public, any false statement of financial condition of an 
insurer with intent toe deceive. 


(2) No person shall make any false entry in any book, 
report or statement of any insurer with intent to de- 
celve any agent or examiner lawfully appoimted to ex- 
amine into its condition or into any of its affairs, or any 
public official to whom such insurer is required by law 
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to report, or who has authority by law to examine into 
its condition or mto any of its affairs, or, with Lke in- 
tent, wilfully omit to make a true entry of any material 
fact pertaining to the busimess of such insurer in any 
book, report or statement of such insurer. 


Section 209. Defamation. No person shall make, pub- 
lish, disseminate, or circulate, direetly or indireetiy, or 
aid, abet or encourage the making, publishing, dissemin- 
ating or circulating of any oral or written statement or 
any pamphlet, circular, article or literature which is 
false, or maliciously critical of or derogatory to the fi- 
nancial condition of an insurer, or of an organization 
proposing to beeome an insurer, and which is calculated 
to injure any person engaged or proposing to engage in 
the business of insurance. 


Seetion 210. Boycott, coercion and intimidation. No 
person shall enter into any agreement to commit, or by 
any concerted action commit, any act of boycott, co- 
ercioh or intimidation resulting in or tending to result 
in unreasonable restraint of, or monopoly in, the busi- 
ness of insurance. 


Seetion 211. Unfair discrimination — Life insurance, 
annuities, and disability insurance. (1) No person shall 
make or permit any unfair discrimination between ind1- 
viduals of the same elass and equal expectation cf life 
in the rates charged for any contract of life insurance 
or of life annuity or in the dividends or other benefits 
payable thereon, or in any other of the terms and condi- 
tions of such contract. 


{2} No person shall make or permit any unfair dis- 
crimination between individuals of the same class and of 
essentially the same hazard in the amount of premium, 
policy fees, or rates charged for any policy or contract 
of disability insurance or in the benefits payable there- 
under, or in any of the terms or conditions of such con- 
traet, or in any other manner whatever. 


Section 212. Rebates—Life, disability and annuity 
contracts, Except as otherwise expressly provided by 
law, no person shall knowingly permit or offer to make 
or make any contract of life insurance, life annuity or 
disability insurance, or agreement as to such contract 
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other than as plainly expressed in the contract issued 
thereon, or pay or allow, or give or offer to pay, allow, 
or give, directly or indirectly, as inducement to such in- 
surance, or annuity, any rebate of premiums payable on 
the contract, or any special favor or advantage in the 
dividends or other benefits thereon, or any paid employ- 
ment or contract for services of any kind, or any valu- 
able consideration or inducement whatever not specified 
in the contract; or directly or indirectly give, or sell, 
or purchase or offer or agree to give, sell, purchase, or 
allow as inducement to such insurance or annuity or in 
connection therewith, and whether or not to be specified 
in the poliey or contract, any agreement of any form or 
nature promising returns and profits, or any stocks, 
bonds, or other securities, or interest present or ¢on- 
tingent therein or as measured thereby, of any insurance 
company or other corporation, association, or partner- 
ship, or any dividends or profits accrued or to accrue 
thereon; or offer, promise or give anything of value 
whatsoever not specified in the contract. 


Section 213. Exceptions to- discrimination, rebates 
provision—Life, disability, and annuity contracts. Noth- 
Ing In sections 211 and 212 shali be construed as inelud- 
ing within the definition of diserimimation or rebates 
any of the following practices: 7 


(1) Im the case of any contract of life insurance or 
life annuity, paying bonuses to policyholders or other- 
wise abating their premiums in whole or in part out of 
surplus aecumulated from nonparticipating msurance, 
provided that any such bonuses, or abatement of premi- 
ums shall be fair and equitable to policyholders and for 
the best interests of the insurer. 


(2) In the case of life insurance policies issued on 
the industrial debit, pre-authorized eheek, bank draft, or 
similar plans, making allowanee to policyholders who 
have continuously for a speeified period made premiun 
payments directly to an office of the insurer or by pre- 
authorized cheek, bank draft, or similar plans, in an 
amount which fairly represents the saving in collection 
expense. 


(3) Readjustment of the rate of premium for a group 
Insurance policy based on the loss or expense experience 
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thereunder, at the end of the first or any subsequent 
poliey year of insurance thereunder, which may be made 
retroactive only for such policy year. 


(4) Reduction of premium rate for policies of large 
amount, but not exceeding savings in issuance and ad- 
ministration expenses reasonably attributable to such 
policies as compared with policies of similar plan issued 
in smaller amounts. 


(5) Issuing life or disability insurance policies on a 
salary savings or payroll deduction plan at reduced rate 
reasonably commensurate with the savings made by the 
use of such plan. 


Section 214. Unfair discrimination, rebates prohi- 
bited—Property, casualty, surety insurances. (1) No 
property, casualty or surety imsurer or any employee or 
representative thereof, and no agent, or solicitor shall 
pay, allow, or give, or offer to pay, allow or give, di- 
rectly or indirectly, as an inducement to insurance, or 
after insurance has been effected, any rebate, discount, 
abatement, credit or reduction of the premium named in 
the policy of insurance, or any special favor or advantage 
in the dividends or other benefits to accrue thereon, or 
any valuable consideration or inducement whatever, not 
specified in the policy, except to the extent provided for 
in an applicable filing with the commissioner as provided 
by law. 


(2) No insured named in a policy, nor any employee 
of such insured shall knowingly receive or accept directly 
or indirectly, any such rebate, discount, abatement, 
credit or reduction of premium, or any such special favor 
or advantage or valuable consideration or inducement. 


(3) No sueh insurer shall make or permit any unfair 
discrimination between insureds or property having like 
insuring or risk characteristies, in the premium or rates 
charged for insurance, or in the dividends or other bene- 
fits payable thereon, or in any other of the terms and 
conditions of the insurance. 


(4} Nothing in this section shall be construed as pro- 
hibiting the payment of commissions or other compen- 
sation to duly licensed agents, or solicitors, or as pro- 
hibiting any insurer from allowing or returning to its 
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participating policyholders, members or subscribers, law- 
ful dividends, savings or unabsorbed premium deposits. 


Section 215. Stock operations and advisory board 
contracts. No person shall issue or deliver or permit its 
agents, officers, or employees to issue or deliver, agency 
company stock or other capital stock, or benefit certifi- 
cates or shares in any common law corporation, or any 
advisory board contract or other similar contract of any 
kind promising returns and profits as an mducement 
to Insurance. 


Section 216. Desist orders for prohibited practices. 
(1) If, after a hearing thereon of which notice of such 
hearing and of the charges against him were given such 
person, the commissioner finds that any person in this 
state has engaged or is engaging in any act or practice 
defined in or prohibited under this chapter, the commis- 
sioner shall order such person to desist from such acts 
or practices. 


(2) Sueh desist order shall become final upon expir- 
ation of the time allowed for appeals from the commis- 
sioner’s orders, if no sueh appeal is taken, or, in event 
of such an appeal, upon final decision of the court if 
the court affirms the commissioner’s order or dismisses 
the appeal. An intervenor in such hearing shall have the 
right to appeal as provided in section 217 (3). 


(3) In event of such an appeal, to the extent that 
the commissioner’s order is affirmed the court shall issue 
its own order commanding obedience to the terms of the 
commissioner’s order. 


(4) No order of the commissioner pursuant to this 
section or order of court to enforce it shall in any way 
relieve or absolve any person affected by such order from 
any other liability, penalty, or forfeiture under law. 


(5) Violation of any such desist order shall be deemed 
to be and shall be punishable as a violation of this code. 


(6) This section shall not be deemed to affeet or pre- 
vent the imposition of any penalty provided by this code 
or by other law for violation of any other provision of 
this chapter, whether or not any such hearing is called 
or held or such desist order issued. 
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Section 217. Procedures as to undefined practices. 
(1) If the commissioner beheves that any person en- 
gaged in the insurance business is engaging in this state 
in any method of competition or in any act or practice in 
the conduct of such business which is not defined in this 
ehapter, but that such method of competition is unfair 
or that such act or practice is unfair or deceptive and 
that a proceeding by him in respect thereto would be in 
the public interest, he shall, after a hearing of which 
notice of the hearing and of the charges against him are 
given such person, make a written report of his findings 
of fact relative to such charges and serve a copy thereof 
upon such person and any mtervenor at the hearing. 


(2) If such report charges a violation of this chapter 
and if such method of competition, act or practice has 
not been discontinued, the commissioner may, through 
the attorney general of this state, at any time after the 
service of such report cause an action to be instituted 
to enjoin and restrain such person from engaging in such 
method, act, or practice. In such action the court may 
grant a restraining order or injunetion upon such terms 
as may be just; but the people of this state shall not be 
required to give security before the issuance of any such 
order or injunction. If a stenographic record of the pro- 
ceedings in the hearing before the commissioner was 
made, a certified transcript thereof “including all evi- 
dence taken and the report and findings shall be re- 
eelved in evidence in such action. 


(3) If the commissioner’s report made under sub- 
section (1) above, or order on hearing made under sec- 
tion 216 does not charge a violation of this chapter, then 
any intervenor in the proceedings may appeal therefrom 
withim the time and in the manner provided in this code 
for appeals from the commissioner generally. 


Section 218. Favored agent or insurer. No person 
shall require as a condition precedent to loaning money 
upon the security of any real or personal property, or to 
the selling of any such property under eontract, that the 
owner of the property to whom the money is to be loaned 
or the vendee of the property so being sold, shall place, 
continue, or renew any policy of msurance covering or 
to cover such property, or covering any liability related 


eee ee 
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to such property or the use thereof, through a particular 
insurance agent or in a particular insurer; except, that 
this provision shall not prevent the reasonable exercise 
by any such lender or vendor of the right to approve or 
disapprove of the insurer selected to underwrite the in- 
surance. 


Section 219. Interlocking ownership, management. 
(1) Any insurer may retain, invest in or acquire the 
whole or any part of the capital stock of any other in- 
surer or insurers, or have a common management with 
any other insurer or insurers, unless such retention, in- 
vestment, acquisition or common management 1s Incon- 
sistent with any other provision of this code, or unless 
by reason thereof the business of such insurers with the 
public is conducted in a manner which substantially 
lessens competition generally in the Insurance business 
or tends to create a monopoly therein. 


(2) Any person otherwise qualified may be director 
of two or more insurers which are competitors, unless 
the effect thereof is to lessen substantially competition 
between insurers generally or tends materially to ereate 
a monopoly. 


Section 220, Political contributions prohibited; pen- 
alty. (1) No insurer shall directly or indirectly pay or 
use or offer, consent, or agree to pay, or use any money 
or property for or in aid of any political party, commit- 
tee, or organization, or for or in aid of any corporation, 
or other body organized or maintained for political pur- 
poses, or for or in aid of any candidate for political of- 
fice, or for nomination for such office, or for any political 
purpose whatsoever, or for the reimbursement or m- 
demnification of any person for money or property so 
used. 


(2} Any officer, director, stockholder, attorney, or 
agent of any insurer which violates any of the provisions 
of this section, who participates in, aids, abets, or advises, 
or consents to any such violation, and any person who 
solicits or knowingly receives any money or property in 
violation of this section, shall be guilty of a misde- 
meanor, and be punished by imprisonment for not more 
than one year and a fine of not more than one thousand 
dollars ($1,000); and any officer or director aiding or 
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abetting in any contribution made in violation of this 


section shall be liable to the insurer for the amount so 
contributed. 


Section 221. Dlegal dealing in premiums; improper 
charges for insurance. (1) No person shall wilfully eol- 
leet any sum as premium or charge for insurance, which 
Insurance is not then provided or is not in due course to 
be provided (subjeet to acceptance of the risk by the 


insurer) by an insurance policy issued by an insurer as 
authorized by this code. 


(2) No person shall wilfully collect as premium or 
charge for insurance any sum in excess of or less than 
the premium or charge applicable to such insurance, and 
as specified in the policy, in accordance with the applic- 
able classifications and rates as filed with and approved 
by the commissioner; or, in cases where classifications, 
premiums, or rates are not required by this code to be so 
filed and approved, such premiums and charges shall 
not be in excess of or less than those specified in the 
policy and as fixed by the insurer. This provision shail 
not be deemed to prohibit the charging and collection, 
by surplus line agents licensed under chapter $ of this 
code, of the amount of applicable state and federal taxes 
in addition to the premium required by the insurer. Nor 
shall it be deemed to prohibit the charging and collec- 
tion, by a life insurer, of amounts actually to be ex- 
pended for medical examination of an applicant for life 
insurance or for reinstatement of a life insurance policy. 


(83) Each violation of this section shall be punishable 
under section 17 of this code (general penalty). 


Section 222. Fictitious groups. (1) No insurer, 
whether an authorized insurer or an unauthorized insurer, 
shall make available through any rating plan or form, 
property, casualty or surety insurance to any firm, cor- 
poration, or association of individuals, any preferred rate 
or premium based upon any fictitious group of such firm, 
corporation, or association of individuals. 


(2) No form or plan of surance covering any group 
or combination of persons or risks shall be written or 
delivered within or outside this state to cover persons or 
risks in this state at any preferred rate or on anv form 
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other than as offered to persons not in such group or 
combination and to the public generally, unless such 
form, plan of insurance, and the rates or premiums to be 
charged therefor have been submitted to and approved 
by the commissioner as being not unfairly discriminatory, 
and as not otherwise being in conflict with subsection 
(1) above or with any provision of chapter 11 of this 
code (rates and rating organization) to the extent that 
such chapter 11 is, by its terms, applicable thereto. 


(3) This section does not apply to life insurance, dis- 
ability insurance, or annuity contracts. 


Section 223. Prohibited relations with mortuaries. 
{1) No life insurer shall own, manage, supervise, oper- 
ate, or maintain any mortuary, funeral, or undertaking 
establishment, or permit its officers, employees, or Tep- 
resentatives to own, operate, maintain or be employed 
in any such business. 


(2) No life insurer shall contract or agree with any 
funeral director, mortuary, or undertaker to the effect 
that such funeral director, undertaker, or mortuary shall 
eonduct the funeral of any person imsured by such in- 
surer. 


(3) Each violation of this section shall constitute a 
misdemeanor punishable by a fine of not more than one 
thousand dollars ($1,000), or by imprisonment at hard 
labor for not more than six (6) months, or both such fine 
and imprisonment in the diseretion of the court. 


Section 224. False applications, claims, proofs — of 
loss; penalty. Any solicitor, agent, examining physician, 
applicant, or other person, who knowingly or wilfully 
makes any false or fraudulent statement or representa- 
tion in or with reference to any application for imsur- 
ance; or for the purpose of obtaining any money or 
benefit, knowingly or wilfully presents or causes to be 
presented a false or fraudulent claim; or any proof in 
support of such a claim for the payment of the loss upon 
a contract of insurance; or prepares; makes, or subseribes 
a false or fraudulent account, certificate, affidavit or 
proof of loss, or other document or writing, with intent 
that the same may be presented or used in support of 
such a claim, shall be guilty of a misdemeanor, and, upon 


—874— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


conviction, shall be punished by a fine of not less than 
two hundred and fifty dollars ($250) or more than one 
thousand dollars ($1,000) or by imprisonment in the 
county jail for not less than three (3) months or more 
than six (6) months, or both such fine and imprison- 
ment at the discretion of the court. 


CHAPTER 11 — 
RATES AND RATING ORGANIZATIONS 


Section 225. Purpose of chapter; interpretation. The 
purpose of this chapter is to promote the public welfare 
by regulating msurance rates to the end that they shall 
not be excessive, inadequate or unfairly discriminatory, 
and to authorize and regulate cooperative action among 
insurers in rate making and in other matters within the 
scope of this chapter. Nothing in this chapter is in- 
tended: 


(1) To prohibit or discourage reasonable competi- 
tion, or 


(2) Prohibit or encourage, except to the extent neces- 
sary to accomplish the aforementioned purpose, uni- 
formity in insurance rates, rating systems, rating plans 
or practices. This chapter shall be liberally interpreted 
to carry iuto effect the provisions of this section. 


Section 226. Scope of chapter. This chapter applies 
to all insurers and all kinds of insurance, except that 
nothing contained in this chapter shall apply to: 


(1} Life insurance. 
(2) Disability insurance. 


{3) Reinsurance, except joint reinsurance as provided 
in section 250 of this chapter. 


(4) Insurance against loss of or damage to aircraft, 
their hulls, accessories and equipment, or against liability, 
other than workmen’s compensation and employers’ li- 


ability, arising out of the ownership, maintenance or use 
of aircraft. 


(5) Insurance of vessels or craft, their cargoes, ma- 
rine builders’ risks, marine protection and indemnity, or 
other risks commonly insured under marme, as distin- 
guished from inland marine, insurance policies. 
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(6) Title insurance. 


Section 227. Rate making bases and standards. (1) 
All rates shall be made in accordance with the followmg 
provisions: 


{a) Due consideration shall be given to past and 
prospective loss experience within and outside this state, 
to eatastrophe hazards, if any, to a reasonable margin 
for underwriting profit and contingencies, to dividends, 
savings or unabsorbed premium deposits allowed or re- 
turned by insurers to their policyholders, members or 
subseribers, to past and prospective expenses both coun- 
trywide and those specially applicable to this state, and 
to all other relevant factors within and outside this 
state. 


(b) Rates shall not be excessive, Inadequate or un- 
fairly discriminatory. 


(ec) Rates for casualty insurance to which this chap- 
ter applies shall also be subject to the following pro- 
visions: 


(i) The systems of expense provisions included in the 
rates for use by any insurer or group of insurers may 
differ from those of other insurers or groups of insurers 
to reflect the requirements of the operating methods of 
any such Imsurer or group with respect to any kind of 
jnsuranee, or with respect to any subdivision or com- 
bination thereof for which subdivision or combination 
separate expense provisions are applicable. 


(ii) Risks may be grouped by classifications for the 
establishment of rates and minimum premiums. Classi- 
fication rates may be modified to produce rates for in- 
dividual risks in accordance with rating plans which 
establish standards for measuring variations 1n hazards 
or expense provisions, OT both. Such standards may 
measure any differences among risks that can be demon- 
strated to have a probable effect upon losses or exX- 


penses. 


(d) Rates for property, marine and inland marine 
insurance to which this chapter applies shall also be sub- 
ject to the following provisions : 


(i) Manual, mmimum, elass rates, rating schedules 
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or rating plans, shall be made and adopted, except in 
the case of specific inland marine rates on risks specially 
rated. 


(ii} Due consideration shall be given to the confla- 
eration and catastrophe hazards, and in the case of fire 
insurance rates consideration shall be given to the ex- 
perience of the fire insurance business during a period 
of not less than the most recent five-year period for 
which such experience is available. 


(2) Except to the extent necessary to meet the pro- 
visions of subdivisions (b) of this section, uniformity 
among insurers in any matters within the scope of this 
section is neither required nor prohibited. 


(3) Rates made in accordance with this section may 
be used subject to the provisions of this chapter. 


Section 228. Rate filings required. (1) Every rating 
bureau shall file with the commissioner every manual of 
classifications, rules and rates, every rating plan and 
every modification of any of the foregoing whieh it pro- 
poses to use for casualty insurance to which this chapter 
applies. 


(2) Every insurer shail file with the commissioner, 
except as to inland marine risks which by general custom 
of the business are not written according to manual 
rates or rating plans, every manual, minimum, elass rate, 
rating schedule or rating plan and every other rating 
rule, and every modification of any of the foregoing 
which it proposes to use for fire (except fire on motor 
vehicles written by casualty insurers), marine and inland 
marine insurance to which this chapter applies. Specific 
inland marine rates on risks specially rated, made by a 
rating organization, shall be filed with the commissioner. 


(3) Every such filing shall state the proposed effec- 
tive date thereof, and shall mdicate the character and 
extent of the coverage contemplated. When a filing is 
not accompanied by the information upon which the im- 
surer supports such filmg, and the commissioner does 
not have sufficient information to determine whether 
such filing meets the requirements of this chapter, he 
shall require such insurer to furnish the information 
upon which it supports such filing, and in such event the 
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waiting period shall commence as of the date such in- 
formation is furnished. The information furnished in 
support of a filmg may include: 


(a) The experience or judgment of the imsurer or 
rating organization making the filing ; 


(b) Its interpretation of any statistical data it relies 
upon; 


(c) The experience of other insurers or ratmg or- 
ganizations; or 


(d) Any other relevant factors. 


A filing and any supporting information shall be open 
to public inspection after the filing becomes effective. 


Section 229. Filings may be made by bureau. An in- 
surer may satisfy its obligation to make the filings re- 
ferred to in section 228 by becoming a member of, or a 
subscriber to, a licensed rating organization which makes 
such filings, and by authorizing the commissioner to ac- 
cept cneh filings on its behalf; but nothing contained in 
this ehapter shall be construed as requiring any insurer 
to become a member of or a subscriber to any rating 
organization. 


Section 230. Exemption from filing. Under such rules 
and regulations as he shall adopt the commissioner may, 
by written order, suspend or modify the requirement of 
filing as to any kind of insurance, subdivision or com- 
bination thereof, or as to classes of risks, the rates for 
which cannot practicably be filed before they are used. 
Such orders, rules and regulations shall be made known 
to insurers and rating organizations affected thereby. 
The commissioner may make such examination as he 
may deem advisable to ascertain whether any rates af- 
fected by such order are excessive, inadequate or mn- 
fairly discriminatory. 


Section 231. Effective date of filing. (1) The com- 
missioner shall review filings as soon as reasonably pos- 
sible after they have been made in order to determine 
whether they meet the requirements of this chapter. 


(2) Subject to the exceptions specified in subsections 
(3) and (4) of this seetion, each filing shall be ou file 
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for a waiting period of fifteen (15) days before it be- 
comes effective, which period may be extended by the 
commissioner for an additional period not to exceed fif- 
teen (15) days if he gives written notice within such 
Waiting period to the insurer or rating organization 
which made the filing that he needs sueh additional 
time for the consideration of such filing. Upon written 
application by sneh insurer or rating organization, the 
commissioner may authorize a filing which he has re- 
viewed to become effective before the expiration of the 
waiting period or any extension thereof. <A filing shall 
be deemed to meet the requirements of this chapter un- 
less disapproved by the commissioner within the waiting 
period or any extension thereof. 


(3) Specific inland marine rates on risks specially 
rated by a rating organization shall become effective 
when filed and shall be deemed to meet the requirements 
of this chapter until such time as the commissioner re- 
views the filing and so long thereafter as the filing re- 
mains in effect. 


(4) Any special filing with respect to a surety or 
guaranty bond required by law or by court or executive 
order or by order, rule or regulation of a public body, 
not eovered by a previous filing, shall become effective 
when filed and shall be deemed to meet the requirements 
of this chapter until such time as the commissioner re- 
views the filing and so long thereafter as the filing re- 
mains in effect. 


Section 232. Disapproval of filing within waiting 
period. (1) If within the waiting period or any exten- 
sion thereof as provided in section 231 (2), the commis- 
sioner finds that a filing does not meet the requirements 
of this chapter, he shall send to the insurer or rating 
organization which made such filing, written notice of 
disapproval of such filing specifyimg therein in what 
respects he finds such filmmg fails to meet the require- 
ments of this chapter and stating such filing shall not 
become effective. 


(2) If within thirty (30) days after a specific inland 
marine rate on a risk specially rated by a rating organi- 
zation subject to section 231 (3} has become effective, 
or if within thirty (30) days after a special surety or 
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euaranty filing subject to section 231 (4) has become ef- 
feetive, the commissioner finds that such filing does not 
meet the requirements of this chapter, he shall send to 
the insurer or rating organization which made such filing 
written notice of disapproval of such filing specifying 
therein in what respects he finds that such filing fails 
to meet the requirements of this chapter and stating 
when, within a reasonable period thereafter, such filing 
shall be deemed no longer effective. The disapproval 
shall not affect any contract made or issued prior to the 
expiration of the period set forth in the notice. 


Section 233. Subsequent disapproval of filing. If at 
any time subsequent to the applicable review period pro- 
vided for in section 232 the commissioner finds that a 
filing or rate does not meet the requirements of this 
chapter, he shall, after a hearing held upon not less 
than twenty (20) days’ written notice, specifying the 
matters to be considered at such hearing, to every in- 
surer and rating organization which made such filing, 
issue an order specifying in what respects he finds that 
such filing fails to meet the requirements of this chapter 
and stating when, within a reasonable period thereafter, 
such filing shall be deemed no longer effective. Copies 
of the order shall be sent to every such insurer and 
rating organization. Such order shall not affect any con- 
traet or policy made or issued prior to the expiration of 
the period set forth in the order. 


Section 234. Limitation of disapproval power. No 
manual of classification, rules, rating plans, or any modi- 
fieation of any of the foregoing which establishes stand- 
ards for measuring variations in hazards or expense pro- 
visions, or both, in the case of casualty and surety in- 
surance to which this ebapter applies, and no manual, 
minimum, class rate, rating schedule, rating plan or rating 
rule, or any modification of the foregoing, in the case of 
property insurance to whieh this chapter applies, and 
which has been filed pursuant to the requirements of this 
chapter shall be disapproved if the rates produced meet 
the requirements of this chapter. 


Section 235. Excess rates. Upon the written applica- 
tion of the insured, stating his reasons therefor, filed 
with and approved by the commissioner, a rate in excess 
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of that provided by a filing otherwise applicable may be 
used on any specific risk. 


Section 236. Discriminatory, inadequate rates prohi- 
bited. No insurer making its own rates subject to the 
provisions of this chapter nor any rating bureau shall 
fix or charge any rate for insurance upon property in 
this state which diseriminates unfairly between risks in 
the application of like charges and eredits or which dis- 
criminates unfairiy between risks of essentially the same 
hazard and having substantially the same degree of pro- 


tection, nor shall any rate be such as to endanger the 
solvency of such insurer. 


Section 237. Commissioner’s power to correct im- 
proper rates; interpretation of rate standard. The com- 
missioner shall have the power at any time on written 
petition or upon his own motion to review any rate fixed 
by any insurer making its own rates or by any rating 
bureau for insurance upon property within this state 
for the purpose of determining whether the same is ms 
cessive, Inadequate or unfairly discriminatory. He shall 
have the power and authority to order the excessive. in- 
adequate or discriminatory rate removed and fix and 
order a rate mi lieu of the rate made by any such insurer 
or the bureau rate found to be excessive, inadequate or 
unfairly discriminatory, and the rate so ordered and fixed 
shall become the established rate, No rate shall be held 
to be excessive, inadequate or unfairly discriminatory if 
the commissioner finds that free competition exists in 
the area and classification eovered by such rate. No 
rate shall be held to be inadequate unless the commis- 
sioner finds that the continued use of such rate shall 
endanger the solvency of the insurer charging such rate. 


Section 238. Rate bureau defined and authorized 
Subject to the provisions of this chapter, two (2) 
more admitted insurers, not members of a “ group’’ as 
referred to in section 248, may act in concert with each 
other and with others with respect to all matters per- 
taining to the making of rates, rating plans or 
systems or In the preparation or making of insurance 
policy or bond forms, underwriting rules surveys, in- 
spections and investigations or the furnishing of ipa: or 
expense Statistics or other information and data, 


rating 


or 
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in 
carrying on of research and shall be known nee ic g 
bureau. No insurer or “eroup’’ shall be deeme to be 
rating organization. 


Section 239. Rate bureaus—Licensing. (1) Any oA 
poration, unincorporated association, ela ame th aoe 
dividual, whether located within or outside this sta sae 
make application for and obtain a license = a es 
organization. To obtain such a license the applican 
file with the commissioner : 


{a) A copy of its constitution, its articles of agree- 
ment or association or its certificate of Ls panaieae 
and of its bylaws, rules and regulations governing te 
conduet of its business ; 


(b) A list of its members and subscribers ; 


(c) The name and address of a resident of this has 
upon whom notices or orders of the commissioner a 
process affecting such rating organization may 


served; and 


(d) <A statement of its qualifications as a rating or- 
ganization. 


Tf the commissioner finds that the plants ae 
licensing requirements of this chapter applica Zee 
and is trustworthy and competent to act as a rating 
ganization he shall issue a license. 


(2) Licenses issued pursuant to this section shall S 
main in effect for three (3) years unless eine : : 
pended or revoked by the comer a es 
j -five dollars ( . Sue 
license shall be twenty-five neat 

in hi ther fees, licenses or tax 
f hall be in heu of all 0 : ee 
which the rating organization might otherwise be subject 


Section 240. Bureau obligations, limitations as to in- 
surers, members, and subscribers. A rating organization 
? 


shall: 
st 3 ve 
(1) Permit any authorized insurer or ‘“group to oe 
tain and use at its option such rating organizations rates 


and rating manuals at 4 reasonable cost without oe 
l r 
ination and without any requirement to become a mem e 


or subseriber ; 
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(2) Permit any authorized imsurer or ‘‘group’’ to 
become a member of or a subscriber to such rating or- 
ganization or withdraw therefrom; 


(3) Neither have nor adopt any rule or exact any 
agreement, the effect of which would be to require as a 
condition to membership or subscription that any mem- 
ber or subscriber shall adhere to its rates, rating plans 
or rating systems; 


(4) Neither adopt any rule or exact any agreement 
the effect of which would be to prohibit or regulate the 
payment of dividends, savings or unabsorbed premium 
deposits allowed or returned by insurers to their policy- 
holders, members or subscribers. A plan for the payment 
of dividends, savings or unabsorbed premium deposits 
allowed or returned by insurers to their policyholders, 


members or subscribers shall not be deemed to be a rating 
plan or system. 


Section 241. Notice of changes. Every rating organi- 


zation shall notify the commissioner promptly of every 
change in: 


(1) Its constitution, its articles of agreement or asso- 
elation, or its ¢ertificate of incorporation. and its by- 


laws, rules and regulations governing the eonduet of its 
business ; 


(2) Its list of members and subscribers; and 


(3) The name and address of the resident ot this 
state designated by it upon whom notices or orders of 


the commissioner or process affecting such rating organi- 
zation may be served. 


Seetion 242. Technical services. Any rating organiza- 
tion may subseribe for or purchase actuarial, technical 
or other services, and such services shall be available to 
all members and subscribers without discrimination. 


CHAPTER 286 
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Section 243. Stamping bureau. Any fire and marine Stamping bureau. 


insurance rating organization may provide for the exam- 
ination of policies, daily reports, binders, renewal certi- 
fiecates, endorsements or other evidences of insurance, or 
the cancellation thereof and may make reasonable rules 
governing their submission. Such rules shall contain a 
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provision that in the event any insurer does not oe 
sixty (60) days furnish satisfactory evidence to the rat- 
ing organization of the correction of any error or ah 
sion previously called to its attention by the rating or- 
ganization, it shall be the duty of the ratmg organiza- 
tion to notify the commissioner thereof. All information 
so submitted for examination shall be confidential. 


Section 244. Adherence to filings ; precedence as be- 
tween filings. As to coverages which are subject to rate 
filings made under this chapter the msurer shall eat 
to and comply with its currently applicable filings anc 
rates. 


Section 245. Deviations. (1) Every member of . 
subscriber to a rating organization shall adhere to t : 
filings made on its behalf by such organization excep 
that: 


(a} In the case of casualty insurance to which this 
chapter applies any such insurer may make Manners a4 
plication to the commissioner for ie eat my : 
uniform percentage decrease or increase 12 e on ae 
to the premiums produced by the rating system SO aie 
for a kind of insurance, or for a class of insurance W 
is found by the commissioner to be a proper aie uni 
for the application of such uniform percentage ecrease 
or increase, or for a subdivision of a kind omnia 
{i) comprised of a group of manual classifications whic 
is treated as a Separate unit for rate making purposes, Or 


(i) for which separate expense provisions are included 


in the filings of the rating organization. Such lee 
tion shall specify the basis for the modification an ° 1a ; 
be accompanied by the data upon which the app a 
relies. A copy of the application and data shall be sen 


simultaneously to such rating organization ; and 


(b} In the case of fire, marie, and inland marine 
insurance to which this chapter applies every ae ee 
may make written application to the J erpunrenain 4 
permission to file a deviation from the class Fates, sched- 
ules, rating plans or rules respecting any kind of insur- 
ance, or class of risk within a kind of insurance or se 
bination thereof. Such application shall specify the | e 
for the deviation and a copy thereof shall be sent siumul- 
taneously to such rating organization. 
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(2) The commissioner shall set a time and place for a Hearing. 


hearing on such application at which the insurer and such 
rating organization may be heard and shall give them not 
less than ten (10) days’ written notice thereof. In the 
event the commissioner is advised by the rating organi- 
zation that it does not desire a hearing he may, upon the 
consent of the applicant, waive such hearing. In con- 
sidering the application for permission to file such de- 
viation in the case of fire, marine and inland marine in- 
surance, the commissioner shall give consideration to 
the available statistics and the principles for rate making 
as provided in section 227. The commissioner shall issue 
an order permitting the modification for such insurer 
to be filed if he finds it to be justified and it shall there- 
upon become effective. He shall issue an order denying 
such application if he finds that the modification is not 
justified or that the resulting premiums would be ex- 
cessive, Inadequate or unfairly discriminatory. Each 
deviation permitted to be filed shall be effective for a 
period of one (1) year from date of such permission 


unless terminated sooner with the approval of the com- 
missioner. . 


Section 246. Information, filings from rating organ- 
izations. The commissioner may in his discretion address 
inquiries to any individual, assoctation or bureau which 
is or has been engaged in making rates or estimates for 
rates as provided for in this chapter in relation to its 
organization, maintenance, or operation, or any other 
matter connected with its transactions and shall require 
the filing of schedules, rates, forms, rules, regulations, 
and other information; and it shall be the duty of every 
such individual, association or bureau, or some officer 


thereof, to promptly make such filing and reply to such 
inquiries in writing. 


Section 247. Inspections and surveys. Every insurer 
and rating bureau engaged in making rates or estimates 
for rates on property in this state shall inspect every 
risk specially rated by it on schedule and make a written 
survey of the risk, which shall be filed as a permanent 
record in the office of the insurer or bureau. A copy of 


this survey shall be furnished to the owner of the prop- 
erty upon request. 
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Seetion 248. Insurer ‘‘groups’’; right to use same 
rates. Two or more insurers who are not members of or 
subscribers to a rating organization and who by virtue 
of their business association in the United States repre- 
sent themselves to be or are customarily known as a 
‘‘wroup,’’ or similar imsurance trade designation, shall 
have the right to use the same rates for each such insurer 
subject to the provisions of this chapter; and nothing 
contained in this chapter shall be construed to prohibit 
an agreement to make or use the same rates and concerted 
actions in connection with such rates by such insurers. 


Section 249. Advisory organizations. (1) Every 
group, association or other organization of insurers, 
whether located within or outside this state, which as- 
sists insurers which make their own filings or rating 
organizations in rate making, by the collection and fur- 
nishing of loss or expense statisties, or by the submis- 
sion of recommendations, but which does not make fil- 
ings under this chapter, shall be known as an advisory 
organization. 


(2) Every advisory organization shall file with the 
commissioner (a) a copy of its constitution, its articles of 
agreement or association or its certificate of incorpora- 
tion and of its bylaws, rules and regulations governing 
its activities, (b) a list of its members, (c) the name and 
address of a resident of this state upon whom notices or 
orders of the commissioner or process issued at his d- 
rection may be served, and (d) an agreement that the 
commissioner May examine such advisory organization 
in accordance with the provisions of section 251. 


(3) If, after a hearing, the commissioner finds that 
the furnishing of such information or assistance involves 
any aet or practice which 1s unfair or unreasonable or 
otherwise inconsistent with the provisions of this chapter 
he may issue a written order specifying in what respects 
such act or practice is unfair or unreasonable or other- 
wise inconsistent with the provisions of this chapter, 
and requiring the discontinuance of such act or practice. 


(4) No insurer which makes its own filings nor any 
rating organization shall support Its filings by statistics 
or adopt rate making recommendations, furnished to lt 
by an advisory organization which has not eomplied with 
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this section or with an order of the commissioner in- 
volving such statistics or recommendations issued under 
subseetion (3) of this section. If the commissioner finds 
such insurer or rating organization to be in violation 


of this subsection he may issue an order requiring the 
discontinuance of such violation, 


Section 250. Joint underwriting and joint reinsur- 
ance. (1) Every group, association or other organization 
of insurers which engages in Joint underwriting or joint 
reinsurance, shall be subject to regulation with respect 
thereto as herein provided, subject, however, with respect 
to joint underwriting, to all other provisions of this 


chapter, and, with respect to Joint reinsurance, to section 
251. 


(2) If, after a hearing, the commissioner finds that 
any activity or practice of any such group, association 
or other organization is unfair or unreasonable or other- 
wise inconsistent with the provisions of this chapter, he 
may issue a written order specifying in what respects 
such activity or practice is unfair or unreasonable or 
otherwise inconsistent with the provisions of this chapter 


and requiring the discontinuance of such activity or 
practice. 


Section 251. Examination of rating bureaus, advisory 
organizations, joint underwriters and joint reinsurers. 
The commissiouer shall have the power to examine any 
such rating bureau, advisory organization, joint under- 
writers, and joint reinsurers as often as he deems it ex- 
pedient to do so and shall do so not less than once every 
three (3) years. A report thereof shall be filed in his 
office. The commissioner may waive such examination 
upon the filing with him of a report of an examination 
made by some other insurance department or proper 
supervising officer within the three (3) years. The cost 
of such examination shall be borne by the person so 
examined. A statement in regard to such examination 
shall be made in the annual report of the commissioner. 


Section 252, Dividends not to be regulated. Nothing 
in this chapter shall be construed to prohibit or regulate 
the payment of dividends, savings, or unabsorbed pre- 
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mium deposits allowed or returned by insurers to their 
policyholders, members or subscribers. 


Section 253. Interchange of rating plan data; consul- 
tation; cooperative action in rate making. (1) Reason- 
able rules and plans may be promulgated by the com- 
missioner for the interchange of data necessary for the 
application of rating plans. 


(2) In order to further uniform administration of 
rate regulatory laws, the commissioner and every insurer 
and rating organization may exchange information and 
experience data with insurance supervisory officials, in- 
surers and rating organizations in other states and may 
eonsult with them with respect to rate making and the 
application of rating systems. 


(3) Cooperation among rating organizations or among 
rating organizations and insurers in rate making or in 
other matters within the scope of this chapter is hereby 
authorized, provided the filings resulting from such co- 
operation are subject to all the provisions of this chapter 
which are applicable to filings generally. The ecommis- 
sioner may review such cooperative activities and prac- 
tices and if, after a hearing, he finds that any such 
activity or practice is unfair or unreasonable or other- 
wise inconsistent with the provisions of this chapter, he 
may issue a written order specifying in what respects 
such activity or practice is unfair or unreasonable or 
otherwise inconsistent with the provisions of this chap- 
ter and requiring the discontinuance of such activity or 
practice. 


Section 254. Assigned risk plan—Casualty and surety. 
Agreements may be made among casualty and surety in- 
surers with respect to the equitable apportionment among 
them of insurance which may be afforded applicants who 
are in good faith entitled to but who are unable to pro- 
eure such insurance through ordinary methods and such 
insurers May agree among themselves on the use of rea- 
sonable rate modification for such insurance, such agree- 


ments and rate modifications to be subject to the ap-. 


proval of the commissioner. 


Section 255. False or misleading information. No 
person shall wilfully withhold information from or know- 


—-888— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


ingly give false or misleading information to the com- 
missioner, any rating organization, or any insurer, which 
will affect the rates or premiums chargeable under this 
chapter, A violation of this section shall subject the one 
guilty of sueh yiolation to the penalties provided in 
section 17 of this eode. 


Section 256. Appeal to commissioner as to filing. Any 
person aggrieved with respect to any filmg which is in 
effect may make written application to the commissioner 
for a hearing thereon, except, however, that the insurer 
or rating organization that made the filing shall not be 
authorized to proceed under this section, Such applica- 
tion shall specify the grounds to be relied upon by the 
applicant. If the commissioner finds that the application 
is made in good faith, that the applicant would be so 
aggrieved if his grounds are established, and that such 
grounds otherwise justify holding such a hearing, he 
shall, within thirty (30) days after receipt of such ap- 
plication, hold a hearing upon not less than ten (10) 
days’ written notice to the applicant and to every insurer 
and rating organization which made such filing. If, after 
such hearing, the commissioner finds that the filing does 
not meet the requirements of this chapter, he shall issue 
an order specifying in what respects he finds that such 
filing fails to meet the requirements of this ehapter, and 
stating when, within a reasonable period thereafter, such 
filing shall be deemed no longer effective. Copies of the 
order shall be sent to the applicant and to every such 
insurer and rating organization. The order shall not 
affect any contract or policy made or issued pricr to the 
expiration of the period set forth im the order. 


Section 257. Appeals from the commissioner. Any 
person, insurer or rating organization aggrieved by any 
order or decision made by the commissioner under this 
ehapter may appeal therefrom to the distriet court of 
the county where the aggrieved party may reside, or has 
his principal place of business in this state, or to the 
district court of Lewis and Clark County, Montana. The 
appeal shall be taken within thirty (30) days from the 
making and filing of the order or decision, by filing in 
the office of the commissioner a notice of the appeal in 
writing. The commissioner shall within twenty (20) 
days after filing of the notice, make and return to the 
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district court a full and complete certified transcript 
of the finding and order appealed from and of all parts 
relative thereto on file in his office, including the notice 
of appeal. Upon the filing of the certified transcript all 
matters involved therein shall be brought on for trial 
upon the merits at the next term of the court after the 
filing of the transcript, unless otherwise ordered by ee 
court. Upon the trial the findings of fact on which the 
order is based shall be prima facie evidence of the mat- 
ters therein stated. During the pendency of the pro- 
ceedings upon review the order of the commissioner shall 
be suspended, but in the event of a final determination 
acainst any insurer, any overcharge by the insurer during 
review shall be refunded to the persons entitled thereto. 


CHAPTER 12— THE INSURANCE CONTRACT 


Section 258. Scope of chapter. This chapter shall not 
apply as to: 


(1) Reinsurance. 


(2) Policies or contracts not issued for delivery in 
this state nor delivered in this state, except as provided 
in section 271 (approval of forms for delivery in juris- 
dictions where local approval not provided for). 


(3) Ocean marine and foreign trade insurances. 

(4) Title insurance, except as to the following pro- 
visions: 

(a) Section 267 (power to contract, etc.). 

(b) Section 271 (filing, approval of forms). 

(ec) Seetion 272 (grounds for disapproval). 

(d) Seetion 277 (charter, bylaw provisions}. 

(e) Seetion 278 {execution of policies). 

(f) Section 282 (construction of policies). 


Section 259. ‘‘Policy’’ defined. ‘*Policy’’ means the 
written contract of or written agreement for or effecting 
insurance, by whatever name called, and imeludes all 
clauses, riders, endorsements and papers attached there- 
to and a part thereof. 
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Section 260, ‘‘Premium” defined. ‘‘Premium’’ is the 
consideration for insurance, by whatever name called. 
Any ‘‘assessment,’’ or any ‘‘membership,’’ ‘“‘policy,’’ 
“‘survey,’’ ‘‘inspection,’’ ‘‘serviece’’ or similar fee or 
charge in consideration for an insurance contract is 
deemed part of the premium. 


Section 261. Imsurable interest, personal imsurance. 
(1) Any individual of competent legal capacity may 
procure or effect an insuranee contract upon his own 
hfe or body for the benefit cf any person. But no person 
shall procure or cause to be procured any insurance con- 
tract upon the life or body of another individual unless 
the benefits under such contract are payable to the in- 
dividual insured or his personal representatives, or to a 
person having, at the time when such contract was made, 
an insurable interest in the individual insured. 


(2) Jf the beneficiary, assignee, or other payee under 
any contract made in violation of this section receives 
from the insurer any benefits thereunder accruing upon 
the death, disablement, or injury of the individual in- 
sured, the individual insured or his executor or admin- 
istrator, as the case may be, May maintain an action to 
recover such benefits from the person so receiving them. 


(3) ‘“‘Insurable imterest’’ with reference to personal 
insurance includes only interests as follows: 


(a) In the ease of individuals related closely by blood 
or by law, a substantial interest engendered by love and 
affection. 


(b) Jn the case of other persons, a lawful and sub- 
stantial economic interest in having the life, health, or 
bodily safety of the individual msured continue, as dis- 
tinguished from an interest which would arise only by, 
or would be enhanced in value by, the death, disable- 
ment or injury of the imdividual insured. 


(ce) An individual heretofore or hereafter party to a 
eontraet or option for the purchase or sale of an interest 
in a business partnership or firm, or of shares of stock 
of a closed corporation or of an interest in such shares, 
has an insurable interest in the life of each individual 
party to such contract and for the purposes of such con- 
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tract only, in addition to any insurable interest which 
may otherwise exist as to the life of such individual. 


Section 262. Insurable interest, property. (1) No 
contract of insurance of property or of any interest in 
property or arising from property shall be enforceable 
as to the insurance except for the benefit of persons 
having an insurable interest in the things msured as at 
the time of the loss. 


(2) ‘‘Insurable interest’’ as used in this section means 
any actual, lawful, and substantial economic interest i 
the safety or preservation of the subject of the insurance 
free from loss, destruetion, or pecuniary damage or 1m- 
pairment. 


(3) The measure of an insurable interest in property 
is the extent to which the insured might be damnified 
by loss, injury, or impairment thereof. 


Section 263. Interest of named insured —- Property 
insurance. When the name of the person insured is speci- 
fied in a policy insuring property the imsurance can be 
applied only to his own proper interest. 


Section 264. Change of interest on death — Property 
insurance. A change of interest, by will or suceession, on 
the death of the insured, does not avoid an insurance of 
property and the insurance passes to the person taking 
his interest in the thing insured. 


Section 265. Transfer of interest between joint in- 
surers — Property insurance. A transfer of interest by 
one of several partners, joint owners, or owners in com- 
mon, who are jointly insured, to the others, does not 
avoid an insurance of property even though it has been 
agreed that the insurance shall cease upon an alienation 
of the thing insured. 


Section 266. Insurance without interest, or of wager, 
is void. 

(1) Every stipulation in a policy of insurance of prop- 
erty for the payment of loss without regard to absence 
of an insurable interest in such property on the part of 
the insured, or that the policy shall be received as proof 
of such interest, is void. 
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(2) Every policy executed by way of gaming or 
wagering is void. 


Section 267. Power to contract; purchase of insurance 
by minors. (1) Any person of competent legal capacity 
may contract for insurance. 


(2) Any minor of the age of fifteen (15) years or 
more, as determmed by the nearest birthday, may, not- 
withstanding his minority, contraet for annuities and for 
insurance upon his own life, body, health, property, 
liabilities or other interests, or on the person of another 
in whom the minor has an insurable interest. Such a 
minor shall, notwithstanding such minority, be deemed 
competent to exercise all rights and powers with respect 
to or under (a} any contract for annuity or for insurance 
upon his own life, body or health, or (b) any contract 
such minor affected upon his own property, liabilities or 
other interests, or on the person of another, as might be 
exercised by a person of full legal age, and may at any 
time surrender his interest in any such contracts and 
give valid discharge for any benefit aceruing or money 
payable thereunder. Such a minor shall not, by reason 
of his minority, be entitled to rescind, avoid or repudiate 
the contract, nor to rescind, avoid or repudiate any ex- 
ereise of a right or privilege thereunder, except that such 
a minor, not otherwise emancipated, shall not be bound 
by any unperformed agreement to pay by promissory 
note or otherwise, any premium on any such annuity or 
insurance contract. 


(3) If any minor mentioned in subsection (2) above, 
is possessed of an estate that is being administered by 
a guardian, no such contract shall be binding upon the 
estate as to payment of premiums, except as and when 
consented to by the guardian and approved by the pro- 
bate court of the county in which the administration of 
the estate is pending, and such consent and approval 
shall be required as to each annual premium payment. 


(4) Any annuity contract or policy of life or dis- 
ability insuranee procured by or for a minor under sub- 
section (2) above, shall be made payable either to the 
minor or his estate or to a person having an insurable 
interest in the life of the minor under section 261. 
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Section 268. Application required — Life and disabil- 
ity insurance. No life or disability insurance contract 
upon an individual, except a contract of group life in- 
surance or of group or blanket disability insurance, shall 
be made or effectuated unless at the time of the making 
of the contract the individual insured, being of competent 
legal capacity to contract, applies therefor or has cob- 
sented thereto in writing, except in the following cases: 


(1) A spouse may effectuate such insurance upon the 
other spouse. 


(2) Any person having an insurable interest in the 
life of a minor, or any person upon whom a milbor 1s 
Gependent for support and maintenance, may effectuate 
insurance upon the life of or pertaming to such minor. 


(3) Family policies insuring any two or more mem- 
bers of a family may be issued on an application signed 
by either parent, a stepparent, or by a husband or wife. 


Section 269. Application as evidence ; alteration of 
application. (1) No application for the issuance of any 
life or disability incuranee policy or annuity contract 
shall be admissible in evidence in any action relative to 
such policy or contract, unless a true copy of the apph- 
eation was attached to or otherwise made a part of the 
policy or contract when issued. This provision shall not 
apply to industrial life insurance policies. 


(2) If any policy of life or disability insurance de- 
livered in this state is reimstated or renewed, and the 
insured or the beneficiary or assignee of the policy makes 
written request to the insurer for a copy of the applica- 
tion, if any, for such reinstatement or renewal, the in- 
surer shall, within thirty (30) days after receipt of such 
request at its home office or at any of its branch offices, 
deliver, or mail to the person making such request a copy 
of such application. If such copy is not so delivered or 
mailed after having been so requested, the insurer shall 
be precluded from introdueing the application In e¥l- 
dence in any action or proceeding based upon or In- 
yolying the policy or its reinstatement or renewal. In 
the ease of such request from a beneficiary, the time 
within which the insurer is required to furnish a copy of 
such application shall not begin to run until after receipt 
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of evidence satisfactory to the insurer of the beneficiary's 
vested interest in the policy or contract. : 


(3) As to kinds of insurance other than life or dis- 
ability insurance, no application for insurance signed by 
or on behalf of the insured shall be admissible in evidence 
in any action between the insured and the insurer arising 
out of the policy so applied for, if the insurer has failed, 
at expiration of thirty (30) days after receipt by the 
insurer of written demand therefor by or on behalf of 
the insured, to furnish to the insured a copy of sueh ap- 
plication reproduced by any legible means. 


(4) No alteration of any written application for any 
life or disability insurance policy shall be made by any 
person other than the applicant without his written con- 
sent, except that insertions may be made by the insurer, 
for administrative purposes only, in such manner as to 


indicate clearly that. such insertions are not to be as- 
eribed to the applicant. 


Section 270. Representations in applications. All 
statements and descriptions in any application for an 
insurance policy or annuity contract, or in negotiations 
therefor, by or in behalf of the insured or annuitant, 
shall be deemed to be representations and not warranties. 
Misrepresentations, omissions, concealment of facts, and 
meorrect statements shall not prevent a recovery under 
the policy or contract unless either: 


(a) Fraudulent; or 


(b} Material either to the acceptance of the risk, or 
to the hazard assumed by the insurer; or 


(c) The insurer in good faith would either not have 
issued the poliey or contract, or would not have issued a 
policy or contract im as large an amount, or at the same 
premium or rate, or would not have provided coverage 
with respect to the hazard resulting in the loss, if the 
true facts had been made known to the imsurer as re- 


quired either by the application for the policy or contract 
or otherwise. 


Section 271. Filing, approval of forms. {1} No basic 
insurance policy or annuity contract form, or applica- 
tion form where written application is required aud is to 
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be made a part of the policy or contract, or printed 
rider or endorsement form or form of renewal certificate, 
shall be delivered, or issued for delivery in this state, 
unless the form has been filed with and approved by the 
commissioner. This provision shall not apply to surety 
bonds, or to specially rated inland marine risks, nor to 
policies, riders, endorsements, or form of unique character 
designed for and used with relation to insurance upon a 
particular subject, or which relate to the manner of dis- 
tribution of benefits or to the reservation of rights and 
benefits under life or disability insurance policies and are 
used at the request of the individual policyholder, con- 
tract holder, or certificate holder. As to forms for use in 
property, marine (other than ocean marine and foreign 
trade coverages}, casualty and surety insurance cover- 
ages the filmg required by this subsection may be made 
by rating organizations on behalf of its members and 
subscribers; but this provision shall not be deemed to 
prohibit any such member or subscriber from filing any 
such forms on its own behalf. 


(2) Every such filing shall be made not less than 
thirty (30) days in advance of any such delivery. At 
the expiration of such thirty (80) days the form so filed 
shall be deemed approved unless prior thereto it has been 
affirmatively approved or disapproved by order of the 
commissioner. Approval of any such form by the com- 
missioner shail constitute a waiver of any unexpired 
portion of such waiting period. The commissioner may 
extend by not more than an additional thirty (30) days 
the period within which he may so affirmatively approve 
or disapprove any such form, by giving notice of such 
extension before expiration of the initial thirty (30) day 
period. At the expiration of any such period as so ex- 
tended, and in the absence of such prior affirmative ap- 
proval or disapproval, any such form shall be deemed 
approved. The commissioner may at any time, after 
notice and for cause shown, withdraw any such approval. 


(3) Any order of the commissioner disapproving any 
such form or withdrawing a previous approval shall state 
the grounds therefor, and the particulars thereof in such 
details as reasonably to inform the insurer thereof. 
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(4) The commissioner may, by order, exempt from 
the requirements of this section for so long as he deems 
proper any insurance document or form or type thereof 
as specified in such order, to which, in his opinion, this 
section may not practicably be applied, or the filing and 
approval of which are, in his opinion, not desirable or 
necessary for the protection of the public. 


(5) This section shall apply also to auy such form 
used by domestic insurers for delivery in a jurisdiction 
outside this state, if the insurance supervisory official of 
such jurisdiction informs the commissioner that such form 
is not subject to approval or disapproval by such official, 
and upon the commissiqner’s order requiring the form to 
be submitted to him for the purpose. The applicable 


same standards shail apply to such forms as apply to 
forms for domestic use. 


Section 272. Grounds for disapproval. The commis- 
sioner shall disapprove any form filed under section 271, 


or withdraw any previous approval thereof, only if the 
form: 


(1) Is in any respeet in violation of or does not com- 
ply with this code. 


(2) Contains or incorporates by reference, where such 
incorporation is otherwise permissible, any inconsistent, 
ambiguous, or misleading clauses, or exceptions and con- 
ditions which deceptively affect the risk purported to be 
assumed in the general coverage of the contract. 


(3) Has any title, heading, or other indieation of its 
provisions which is misleading. 


(4) Is printed or otherwise reproduced in such man- 


ner as to render any provision of the form substantially 
illegible. 


Section 273. Standard provisions, in general (1) 
Insurance contracts shall contain such standard or uni- 
form provisions as are required by the applicable provi- 
sions of this eode pertaining to contracts of particular 
kinds of insurance. The commissioner may waive the 
required use of a particular provision in a particular in- 
surance policy form if: 
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(a) He finds such provision unnecessary for the pro- 
tection of the insured and inconsistent with the purposes 
of the poliey, and 


(b) The policy is otherwise approved by him. 


(2) No policy shall contain any provision inconsistent 
with or contradictory to any standard or uniform provi- 
sion used or required to be used, but the commissioner 
may approve any substitute provision which is, in his 
opinion, not less favorable in any particular to the in- 
sured or beneficiary than the provisions otherwise re- 
quired. 


(3) In lieu of the provisions required by this code 
for contracts for particular kinds of insurance, substan- 
tially similar provisions required by the law of the domi- 
cile of a foreign or alien insurer may be used when ap- 
proved by the commissioner. _ 


(4) No such provision, if required to be contained in 
the policy, can be waived by agreement between the 
insurer and any other person. 


Section 274. Policy must contain entire contract. The 
policy, when issued, shall contain the entire contract be- 
tween the parties, and neither the insurer or any agent 
or representative thereof, nor any person insured there- 
under, shall make any agreement as to the insurance 
which is not plainly expressed in the policy. This pro- 
yision shall not be deemed to prohibit the modification 
of a policy, after issuance, by written rider or endorse- 
ment duly issued by the insurer. 


Section 275. Contents of policies in general; identifi- 
cation. 


(1) Every policy shall specify: 

(a) The names of the parties to the contract. 
(b). The subject of the insurance. 

(c) The risks insured against. 


(d) The time when the insurance thereunder takes 
effect and the period during which the insurance is to 
continue. 


—-898— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 
(e) The premium. 
(f) The conditions pertaining to the insurance. 


(2) If under the policy the exact amount of premium 
is determinable only at stated intervals or termination of 
the contract, a statement of the basis and rates upon 
which the premium is to be determined and paid shall be 
included. 


(3) Subsections (1) and (2) of this section shall not 
apply as to surety contracts, or to group insurance 
policies. e 


(4) All policies and annuity contracts issued by do- 
mestic insurers, and the forms thereof filed with the 
commissioner, shall have printed thereon an appropriate 
designating letter or figure, or combination of letters or 
figures or terms identifying the respective forms of poli- 
cies or contracts, together with the year of adoption of 
such form. Whenever any change is made in any such 
form, the designating letters, figures or terms and year 
of adoption thereon shall be correspondingly changed. 


Section 276. Additional policy contents. A policy may 
contain additional provisions not ineonsistent with this 
code and which are: 


(1) Required to be inserted by the laws of the in- 
surer’s domicile; 


(2} Necessary, on account of the manner in which 
the insurer is constituted or operated, in order to state 
the rights and obligations of the parties to the contract; 
or 


(3) Desired by the insurer and neither prohibited by 
law nor in conflict with any provisions required to be 
included therein. 


Section 277. Charter, bylaw provisions. No policy 
shall contain any provision purporting to male any por- 
tion of the charter, bylaws or other constituent docu- 
ment of the insurer (other than the subscribers’ agree- 
ment or power of attorney of a reciprocal insurer) a part 
of the contract unless such portion is set forth in full in 
the policy. Any policy provision in violation of this 
section shall be invalid. 
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Section 278. Execution of policies. (1) Every insur- 
ance policy shall be executed in the name of and on be- 
half of the insurer by its officer, attorney-in-fact, em- 
ployee, or representative duly authorized by the insurer. 


(2) A facsimile signature of any such executing in- 
dividual may be used in lieu of an original signature. 


(3) No insurance contract heretofore or hereafter 
issued and which is otherwise valid shall be rendered 
invalid by reason of the apparent execution thereof on 
behalf of the insurer by the imprinted facsimile signature 
of an individual not authorized so to execute as of the 
date of the poliey. 


Section 279. Underwriters’ and combination policies. 
(1} Two or more authorized insurers may jointly issue, 
and shall be jointly and severally lable on, an under- 
writers’ policy bearing their names. Any one insurer 
may issue policies in the name of an underwriter’s depart- 
ment and such policy shall plainly show the true name 
of the msurer. 


{2} Two or more insurers may, with the approval of 
the commissioner, issue a combination policy which shall 
contain provisions substantially as follows: 


(a) That the insurers executing the policy shall be 
severally hable for the full amount of any loss or dam- 
age, according to the terms of the policy, or for specified 
percentages or amounts thereof, aggregating the full 
amount of insuranee under the policy, and 


(b) That service of process, or of any notice or proof 
of loss required by such policy, upon any of the insurers 
executing the policy, shall constitute service upon all such 
insurers. 


(3) This seetion shall not apply to co-surety obli- 
gations. 


Section 280. Interest in reinsurance. The original in- 
sured has no interest in a contract of reinsurance. 


Section 281. Validity of noncomplying forms. Any 
insurance policy, rider, or endorsement hereafter issued 
and otherwise valid which contains any condition or pro- 
vision not in compliance with the requirements of this 
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code, shall not be thereby rendered invalid but shall be 
construed and applied in aecordance with such conditions 
and provisions as would have applied had such policy, 
oe or endorsement been in full compliance with this 
code. 


Section 282. Construction of policies, Every insurance 
contract shall be construed according to the entirety of 
its terms and conditions as set forth in the policy and 
as amplified, extended, or modified by any rider, en- 
dorsement, or application which is a part of the policy. 


Section 283. Binders. (1) Binders or other contracts 
for temporary insurance may be made orally or in writ- 
ing, and shall be deemed to inelude all the usual terms of 
the policy as to which the binder was given together 
with such applicable endorsements as are designated in 
the binder, except as superseded by the clear and express 
terms of the binder. 


(2) No binder shall be valid beyond the issuance of 
the policy with respect to which it was given, or beyond 
ninety days from its effective date, whichever period is 
the shorter. 


(3) If the policy has not been issued a binder may be 
extended or renewed beyond such ninety days with the 
written approval of the insurer. 


(4) This section shall not apply to life or disability 
insurances, 


Section 284. Delivery of policy. (1) Subject to the 
insurer ’s requirements as to payment of premium, every 
policy shall be mailed or delivered to the insured or to 
the person entitled thereto within a reasonable period of 
time after its issuance, except where a condition re- 
quired by the insurer has not been met by the insured. 


(2) In event the original poliey is delivered or is so 
required to be delivered to or for deposit with any 
vendor, mortgagee, or pledgee of any motor vehicle or 
aircraft, and in whieh policy any interest of the vendee, 
mortgagor, or pledgor in or with reference to such ve- 
hicle or aircraft is insured, a duplicate of such policy 
setting forth the name and address of the insurer, insur- 
ance classification of vehicle or aircraft, type of cover- 
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age, limits of liability, premiums for the respective cover- 
ages, and duration of the pohey or memorandum thereof 
containing the same such information, shall be delivered 
by the vendor, mortgagee, or pledgee to each such vendee, 
mortgagor, or pledgor named in the policy or coming 
within the group of persons designated in the policy to 
be so included. If the policy does not provide coverage 
of legal liability for injury to persons or damage to the 
property of third parties, a statement of such fact shall 
be printed, written, or stamped conspicuously on the face 
of such dupheate policy or memorandum. 


Section 285. Renewal by certificate. Any insurance 
policy terminating by its terms at a specified expiration 
date and not otherwise renewable, may be renewed or 
extended at the option of the insurer and upon a eur- 
rently authorized policy form and at the premium rate 
then required therefor, for a specific additional period 
or periods by certificate or by endorsement of the policy, 
and without requiring the issuance of a new policy. 


Section 286. Assignment of policies. A policy may 
be assignable or not assignable, as provided by its terms. 
Subject to its terms relating to the assignability, any life 
-or disability policy, whether heretofore or hereafter 
issued, under the terms of which the beneficiary may be 
changed upon the sole request of the msured may be 
assigned elther by pledge or transfer of title, by an as- 
signment executed by the insured alone and delivered 
to the insurer, whether or not the pledgee or assignee is 
the insurer. Any such assignment shall entitle the insurer 
to deal with the assignee as the owner or pledgee of the 
policy in accordance with the terms of the assignment, 
until the insurer has received at its home office written 
notice of termination of the assignment or pledge, or 
written notice by or on behalf of some other person eclaim- 
ing some interest in the pol.cy in conflict with the assien- 
ment. 


Section 287. Payment discharges insurer, Whenever 
the proceeds of or payments under a life or disability 
insurance policy or annuity contract heretofore or here- 
after issued become payable in accordance with the terms 
of such policy or contract, or the exercise of any right 
or privilege thereunder, and the insurer makes payment 
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thereof in accordance with the terms of the policy or 
contract or in accordance with any written assignment 
‘hereof, the person then designated in the policy OF con- 
tract or by sueh assignment as being entitled thereto 
shall be entitled to receive such proceeds or payments 
and to give full aequittance therefor, and sueh payments 
shall fully discharge the insurer from all claims under 
the policy or contract unless, before payment is made 
the insurer has received at its home office written notice 
by or on behalf of some other person that such other 
person claims to be entitled to such payment or some 
interest in the policy or contract. 


Section 238. Minor may give acquittance. (1) Any 
minor domiciled in this state who has attained the age 
of sixteen years shall be deemed competent to receive 
and to give ful] acquittance and discharge for a payment 
or payments in aggregate amount not exceeding three 
thousand dollars ($3,000) in any one year made by a life 
imsurer under the maturity, death or Settlement agree- 
ment provisions in effeet or elected by such minor under 
a life insurance policy or annuity contract, provided such 
policy, contract or agreement shall provide for the pay- 
ment or payments toe such minor, and if prior to sueh 
payment the insurer has not reeeived written notice of 
the appointment of a duly qualified guardian of the 
property of the minor. No such minor shall be deemed 
competent to alienate the right to or to anticipate such 
payments. This section shall not be deemed to restrict 


the rights of minors set forth in section 267 of this 
chapter. 


(2) This section shall not be deemed to require any 
Insurer to determine whether any other insurer may be 
effecting a similar payment to the same minor. 


Section 289. Forms for proof of loss to be furnished, 
An insurer shall furnish, upon written request of any 
person claiming to have a loss under an insurance ¢on- 
tract issued by such insurer, forms of proof of loss for 
completion by such person, but such insurer shall not 
by reason of the requirement so to furnish forms, have 
any responsibility for or with reference to the eomple- 
tion of such proof or the manner of any such completion 
or attempted completion, 
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Section 290. Claims administration not waiver. With- 
out limitation of any right or defense of an insurer 
otherwise, none of the following acts by or on behalf of 
an insurer shall be deemed to constitute a waiver of any 
provision of a poliey or of any defense of the insurer 
thereunder: 


(1) Acknowledgment of the receipt of notice of loss 
or claim under the policy. 


(2} Furnishing forms for reporting a loss or claim, 
for giving information relative thereto, or for making 
proof of loss, or receiving or acknowledging receipt of 
any such forms or proofs completed or uncompleted. 


(3) Investigating any loss or claim under any policy 
or engaging in negotiations looking toward a possible 
settlement of any such loss or claim. 


Section 291. Exemption of life insurance proceeds as 
to creditors. (1) Ifa policy of insurance, whether here- 
tofore or hereafter issued, is effected by any person on 
his own life or on another life, in favor of a person other 
than himself, or except in cases of transfer with intent 
to defraud creditors, if a policy of hfe imsurance is 
assigned or in any way made payable to any such person, 
the lawful beneficiary or assignee thereof, other than 
the insured or the person so effecting such insurance or 
executors or administrators of such insured or the person 
so effecting such insurance, shall be entitled to its pro- 
ceeds and avails against the creditors and representa- 
tives of the insured and of the person effecting the same, 
whether or not the right to change the beneficiary is 
reserved or permitted, and whether or not the policy is 
made payable to the person whose life is msured if the 
beneficiary or assignee shall predecease such person; ex- 
eept that, subject to the statute of limitations, the amount 
of any premiums for such insurance paid with intent to 
defraud creditors with interest thereon, shall enure to 
their benefit from the proceeds of the poHey; but the 
insurer issuing the policy shall be discharged of all liabil- 
ity thereof by payment of its proceeds in accordance 
with its terms, untess before such payment the insurer 
shall have received written notice at its home office, by or 
in behalf of a creditor, of a claim to recover for transfer 
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made or premiums paid with intent to defraud creditors, 


with specifications of the amount so claimed, 


(2) For the purposes of subsection (1} above, a 
policy shall also be deemed to be payable to a person 
other than the insured if and to the extent that a 
facility-of-payment clause or similar clause in the policy 
permits the insurer to discharge its obligation after the 
death of the individual insured by paying the death bene- 
fits to a person as permitted by such clause. 


Section 292. Exemption of proceeds, group life. {1) 
A policy of group life insurance or the proceeds thereof 
payable to the individual insured or to the beneficiary 
thereunder, shall not be liable, either before or after pay- 
ment, to be applied by any legal or equitable process to 
pay any debt or liability of such insured individual or 
his beneficiary or of any other person having a right 
under the policy. The proceeds thereof, when not made 
payable to a named beneficiary or to a third person pur- 
suant to a facility-of-payment clause, shall not constitute 
a part of the estate of the individual insured for the pay- 
ment of his debts. 


(2) This section shall not apply to group life msur- 
ance issued pursuant to chapter 14 of this code to a 
ereditor covering his debtors, to the extent that such 
proceeds are applied to payment of the obligation for 
the purpose of which the insurance was so issued. 


Section 293. Exemption of proceeds, disability insur- 
ance. The proceeds or avails of all contracts of disability 
Insurance and of provisions providing benefits on account 
of the insured’s disability whieh are supplemental to life 
insurance or annuity contracts heretofore or hereafter 
effected shall be exempt from all liability for any debt 
of the insured, and from any debt of the beneficiary 


existing at the time the proceeds are made available for 
his use. 


Section 294. Exemption of proceeds, annuity con- 
tracts; assignability of rights. (1) The benefits. rights, 
privileges and options which under any annuity contract 
heretofore or hereafter issued are due or prospectively 
due the annuitant, shall not be subject to execution nor 
shall the annuitant be compelled to exercise any such 
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rights, powers, or options, nor shall creditors be allowed 
to interfere with or terminate the contract, except: 


(a) As to amounts paid for or as premium on any 
such annuity with intent to defraud creditors, with in- 
terest thereon, and of which the creditor has given the 
insurer written notice at its home office prior to the 
making of the payments to the annuitant out of which 
the creditor seeks to recover. Any such notice shall 
specify the amount claimed or such facts as will enable 
the insurer to ascertain such amount, and shall set forth 
such faets as will enable the insurer to ascertain the an- 
nuity contract, the annuitant and the payments sought 
to be avoided on the ground of fraud. 


(b) The total exemption of benefits presently due and 
payable to any annuitant periodically or at stated times 
under all annuity contraets under which he is an an- 
nuitant, shall not at any time exceed two huudred and 
fifty dotfars ($250) per month for the length of time 
represeuted by such installments, and that such periodic 
payments in excess of three hundred and fifty dollars 
(4350) per month shall be subject to garnishee execution. 


(ec) If the total benefits presently due and payable to 
any annuitant under all annuity contracts under which 
he is an annuitant, shall at any time exceed payment at 
the rate of three hundred and fifty dollars ($350) per 
month, then the eourt may order such annuitant to pay to 
a judgment ereditor or apply on the judgment, in in- 
stallments, such portion of such excess benefits as to the 
court may appear just and proper, after due regard for 
the reasonable requirements of the judgment debtor and 
his family, if dependent upon him, as well as any pay- 
ments required to be made by the annuitant to other 
ereditors under prior court orders. 


(2) If the contract so provides, the benefits, rights, 
privileges or options aecruing under such contract to a 
beneficiary or assignee shall not be transferable nor 
subject to commutation, and if the benefits are payable 
periodically or at stated times, the same exemptions con- 
tained herein for the annuitant, shall apply with respect 
to such beneficiary or assignee. 


(3) An annuity contract within the meaning of this 
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section shall be any obligation to pay certain sums at 
stated times, during life or lives, or for a specified term 
or terms, issued for a valuable consideration, regardless 
of whether or not sueh sums are payable to one or more 
persons, jointly or otherwise, but does not include pay- 
ments under life insurance contracts at stated times dur- 
ing life or lives, or for a specified term or terms. 


CHAPTER 13—LIFE INSURANCE AND ANNUITIES 


Section 295. Scope of chapter. This chapter applies 
only to contraets of life Insurance aud annuities, other 
than reinsurance, group hfe insurance and group annui- 
ties. 


Section 296. ‘‘Industrial life insurance’’ defined. For 
the purposes of this code ‘‘industrial life insurance’’ is 
that form of life insurance written under policies of face 
amount of one thousand dollars ($1,000) or less bearing 
the words ‘‘industrial policy’? imprimted on the face 
thereof as part of the descriptive matter, and under which 
premiums are payable monthly or more often. 


Section 297. Standard provisions required. (1) No 
policy of life insurance other than group, and pure en- 
dowments with or without return of premiums or of pre- 
miums and interest, shall be delivered or issued for de- 
livery in this state unless it contains in substance all of 
the applicable provisions as required by seetions 298 to 
310, inelusive, of this chapter. This section shall not 
apply to annuity contracts nor to any provision of a life 
insurance policy, or contract supplemental thereto, re- 
lating to disability benefits or to additional benefits in 
the event of death by accident or accidental means. 


(2) Any of sueh provisions or portions thereof not 
appHeable to single premium or term policies shall to that 
extent not be incorporated therein. 


Section 298. Grace period. There shall be a provision 
that a grace period of thirty (30) days, or, at the option 
of the insurer, of one month of not less than thirty (30) 
days, or of four (4) weeks in the case of industria] life 
insurance policies the premiums for which are payable 
more frequently than monthly, shall be allowed within 
which the payment of any premium after the first may 
be made, during which period of grace the policy shall 
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continue in full force; but if a claim arises under the 
policy during such period of grace the amount of any 
premium due or overdue may be deducted from the policy 
proceeds. 


Section 299. Incontestability. There shall be a pro- 
vision that the policy (exclusive of provisions relating to 
disability benefits or to additional benefits in the event of 
death by accident or aceidental means) shall be incontest- 
able, except for nonpayment of premiums, after it has been 
in force during the lifetime of the insured for a period 
of two (2) years from its date of issue. 


Section 300. Entire contract. There shall be a pro- 
vision that the policy, or the policy and the application 
therefor if a copy of such application is endorsed upon 
or attached to the policy when issued, shall constitute 
the entire contract between the parties, and if the appli- 
eation is so made a part of the policy, that all statements 
contained in the application shall, in the absence of 
fraud, be deemed representations and not warranties. 


Section 301. Misstatement of age. There shall be a 
provision that if the age of the insured or of any other 
person whose age is considered in determining the pre- 
mium has been misstated, any amount payable or benefit 
aceruing under the policy shall be such as the premlum 
would have purchased at the correct age or ages. 


Section 302. Dividends. (1) There shall be a provi- 
sion in participating policies that, beginning not later 
than the end of the third policy year, the insurer shall 
annually ascertain and apportion the divisible surplus, 
if auy, that will acerue on the policy anniversary or other 
dividend date specified in the policy provided the policy 
is in force and all premiums to that date are paid. Ex- 
cept as hereinafter provided, any dividend becoming 
payable shall at the option of the party entitled to elect 
such option be either: 


(a) Payable in cash, or 


(b) Applied to any one of such other dividend op-. 


tions as may be provided by the policy. If any such 
other dividend options are provided, the policy shall 
further state which option shall be automatically effec- 
tive if such party shall not have elected some other op- 
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tion. If the policy specifies a period within which such 
other dividend option may be elected, such period shall 
be not less than thirty (30) days following the date on 
which such dividend is due and payable. The annually 
apportioned dividend shall be deemed to be payable in 
cash within the meaning of (a) above even though the 
policy provides that payment of such dividend is to be 
deferred for a specified period, provided such period 
does not exceed six (6} years from the date of apportion- 
ment and that interest will be added to such dividend at 
a specified rate. If a participating policy provides that 
the benefit under any paid-up nonforfeiture provision 
is to be participating, it may provide that any divisible 
surplus becoming payable or apportioned while the in- 
surance is in force under such nonforfeiture provision 
shall be applied in the manner set forth in the policy. 


{2} In participating industrial life insurance policies, 
in lieu of the provision required in subsection (1) above, 
there shall be a provision that, beginning not later than 
the end of the fifth policy year, the policy shall partici- 
pate annually in the divisible surplus, if any. in the 
manner set forth in the policy. 


Section 303. Policy loan. There shall be a provision 
that after three (3) full years’ premiums have been paid 
and after the policy has a cash surrender value and while 
no premium is in default beyond tke grace period for 
payment, the insurer will advance, on proper assign- 
ment or pledge of the policy and on the sole security 
thereof, at a specified rate of interest not exceeding six 
percent (6%) per annum, an amount equal to or, at 
the option of the party entitled thereto, less than the 
loan value of the policy. The loan value of the policy 
shall be at least equal to the eash surrender value at 
the end of the then eurrent policy year, provided that 
the insurer may deduct, either from such loan value or 
from the proceeds of the loan, any existing indebtedness 
not already deducted in determining such e¢ash surrender 
value including any interest then acerued but not due, 
any unpaid balance of the premium for the current 
policy vear, and interest on the loan to the end of the 
current policy vear. The policy may also provide that if 
interest on any indebtedness is not paid when due it 
shall then be added to the existing indebtedness and 
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shall bear interest at the same rate, and that if and when 
the total indebtedness on the policy, including interest 
due or aecrned, equals or exceeds the amount of the 
loan value thereof, then the policy shall terminate and 
beeome void. The policy shall reserve to the insurer the 
right tc defer the granting of a loan, other than for the 
payment of any premium to the insurer, for six (6) 
months aiter application therefor. The policy, at the in- 
surer’s option, may provide for automatic premium 
Loan, subject to an election of the party entitled to 
elect. 


This section shall not apply to term policies nor to 
term insurance benefits provided by rider or supple- 
mental policy provisions, or to industrial life insurance 
policies. 


Section 304. Table of values. There shall be a table 
showing im figures the loan value, if required under 
section 303, and the cash surrender yalues and nonfor- 
feiture benefits in accordance with section 325 (2) (e), 
either during the first twenty (20) policy years or dur- 
ing the term of the policy, whichever is shorter. 


Section 305. Table of installments. In case the policy 
provides that the proceeds may be payable in install- 
ments which are determinable at issue of the policy, 
there shall be a table showing the amounts of the guar- 
anteed installments. 


Section 306. Reinstatement. There shall be a provi- 
ston that unless: 


(1) The policy has been surrendered for its cash sur- 
render value, or 


(2) Its eash surrender value has been exhausted, or 


(3) The paid-up term insurance, if any, has expired, 
the policy will be reinstated at any time within three 
(8) years (or two (2) years in the case of industrial life 


insurance policies} from the date of premium default. 


upon written application therefor, the production of evi- 
dence of insurability satisfactory to the insurer, the pay- 
ment of .all premiums in arrears and the payment or re- 
instatement of any other indebtedness to the insurer 
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upon the poliey, all with interest at a rate not exceeding 
six pereent (6%) per annum compounded annually. 


Section 307. Payment of premiums. There shal] be a 
provision relativé to the payment of premiums. 


Section 368. Payment of claims. There shall be a pro- 
vision that when a policy shall become a claim by the 
death of the insured, settlement shall be made upon re- 
ceipt of due proof of death and, at the insurer's option, 
surrender of the policy and/or proof of the interest of 
the claimant. If an insurer. shall specify a particular 
period prior to the expiration of which settlement shall 
be made, such period shall not exceed two (2) months 
from the receipt of such procfs. 


Section 309. Beneficiary, industrial policies. An in- 
dustrial life insurance policy shall have the name of the 
beneficiary designated thereon with a reservation of the 
right to designate or change the beneficiary after the 
issuance of the policy. The policy may also provide that 
no designation or change of beneficiary shall be binding 
on the insurer until endorsed on the policy by the insurer, 
and that the insurer may refuse to endorse the name of 
any proposed beneficiary who does not appear to the 
insurer to have an insurable interest in the life of the 
insured. The policy may also provide that if the bene- 
ficlary designated in the policy does not make a claim 
under the poliey or does not surrender the poliey with 
due proof of death within the period stated in the policy, 
which shall not be less than thirty (30) days after the 
death of the insured, or if the beneficiary is the estate 
of the insured, or is a minor, or dies before the insured, or 
is not legally competent to give a valid release, then 
the insurer may make any payment thereunder to the 
executor or administrator of the insured, or to any rela- 
tive of the insured by blood or legal adoption or con- 
nection by marriage, or to any person appearing to the 
insurer to be equitably entitled thereto by reason of 
having been named beneficiary, or by reason of having 
incurred expense for the mamtenance, medical attention 
or burial of the insured. The policy may also inelude a 
similar provision applicable to any other payment due 
under the policy. 
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Section 310. Title. There shall be a title on the policy, 
briefly describing the same. 


Section 311. Excluded or restricted coverage. A 
clause in any policy of life insuranee providing that 
such policy shall be incontestable after a specified period 
shall preclude only a contest of the validity of the policy, 
and shall not preclude the assertion at any time of de- 
fenses based upon provisions in the policy which exclude 
or restrict coverage, whether or not such restrictions 
or exclusions are excepted in such clause. 


Section 312, Standard provisions — Annuity and pure 
endowment contracts. (1) No annuity or pure endow- 
ment contract, other than reversionary annuities, sur- 
vivorship annuities or group annuities and except as 
stated herein, shall be delivered or issued for delivery 
in this state unless it contains in substanee each of the 
provisions specified in sections 313 to 318, inclusive, of 
this chapter. Any of such provisions not applicable to 
single premium annuities or single premium pure en- 
dowment contracts shall not, to that extent, be tneor- 
porated therein. 


(2) This section shall not apply to contracts for de- 
ferred annuities included in or upon the lives of bene- 
ficiaries under, life insurance policies. 


Section 313. Grace period — Annuities. In an an- 
nuity or pure endowment contract, other than a rever- 
sionary, survivorship or group annuity, there shall be a 
provision that there shail be a period of grate of one 
month, but not less than thirty (30) days, within which 
any stipulated payment to the imsurer falling due after 
the first may be made, subject at the option of the in- 
surer to an interest charge thereon at a rate to be speci- 
fied in the contract but not exceeding six percent (6%) 
per annum for the number of days of grace elapsing he- 
fore such payment, during which period of grace the 
contract shall continue in full force; but in case a claim 
arises under the contract on account of death prior to 
expiration of the period of grace before the overdue pay- 
ment to the insurer or the deferred payments of the cur- 
rent contract year, if any, are made, the amount of such 
payments, with interest on any overdue payments, may 
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be deducted from any amount payable under the contract 
in settlement. 


Section 314. Incontestability——- Annuities. If any 
statements, other than those relating to age, sex and 
identity are required as a condition to issuing an annuity 
or pure endowment contract, other than a reversionary, 
survivorship, or group annuity, and subject to section 
316 of this chapter, there shall be a provision that the 
contract shail be incontestable after it has been in force 
during the lifetime of the person or of each of the persons 
as to whom such statements are required, for a period 
of two (2) years from its date of issue, except for non- 
payment of stipulated payments to the insurer; and at 
the option of the insurer such contract may also except 
any provisious relative to benefits in the event of dis- 
ability and any provisions which grant insurance specifi- 
cally against death by aecident or accidental means. 


Section 315. Entire contract — Annuities. In an an- 
nuity or pure endowment contract, other than a rever- 
sionary, survivorship, or group annuity, there shall be a 
provision that the contract shall constitute the entire 
contract between the parties or, if a copy of the appli- 
cation is endorsed upon or attached to the contract when 
issued, a provision that the contract and the application 
therefor shall constitute the entire contract between the 
parties. 


Section 316. Misstatement of age or sex — Annuities. 
In an annuity or pure endowment contract, other than a 
reversionary, survivorship, or group annuity, there shall 
be a provision that if the age or sex of the person or 
persons upon whose life or lives the eontract is made. 
or of any of them, has been misstated, the amount pay- 
able or benefits accruing under the contract shall be such 
as the stipulated payment or payments to the insurer 
would have purchased according to the correct age or 
sex and that if the insurer shall make or has made any 
overpayment or overpayments on account of any such 
misstatement, the amount thereof, with interest at the 
rate to be specified in the contract but not exceeding 
six percent (6%) per annum, may be charged against 
the current or next sueceeding payment or payments to 
be made by the insurer under the contract. 
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Section 317. Dividends — Annuities. If an annuity | 


or pure endowment contract, other than a Treversionary, 
survivorship, or group annuity, is participating, there 
shall be a provision that the insurer shall annually ascer- 
tain and apportion any divisible surplus accruing on 
the contract, 


Section 318. Reinstatement— Annuities. In an an- 
nuity or pure endowment contract, other than a rever- 
Sionary, survivorship, or group annuity, there shall be 
a provision that the contract may be reinstated at any 
time within one year from the default in making stipu- 
lated payments to the insurer, unless the cash surrender 
value had been paid, but all overdue stipulated payments 
and any indebtedness to the insurer on the contract shall 
be paid or reinstated with interest théreon at a rate to 
be specified in the contract but not exceeding six per- 
cent (6%) per annum payable annually, and in cases 
where applicable the insurer may also include a require- 
Ment of evidence of insurability satisfactory to the in- 
surer. 


Section 319. Standard provisions — Reversionary an- 
nuities. (1) Except as stated herein, no contract for a 
reversionary annuity shall be delivered or issued for de- 
livery in this state unless it contains in substance each 
of the following provisions: 


(a) Any such reversionary annuity contract shall 
contain the provisions specified in sections 313 through 
317 except that under section 313 the insurer may at its 
option provide for an equitable reduction of the amount 
of the annuity payments in settlement of an overdue 
payment in lieu of providing for deduction of such pay- 
ments from an amount payable upon settlement under 
the contract. 


(b} In such reversionary annuity contracts there 
shall be a provision that the eontract may be reinstated 
at any time within three (3) years from the date of de- 
fault in making stipulated payments to the insurer, upon 
production of evidence of insurability satisfactory to 
the imsurer, and upon condition that all overdue pay- 
ments and any indebtedness to the insurer on account of 
the contract be paid, or, within the limits permitted by 
the then cash values of the contract, reinstated, with in- 


—g14— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


terest as to both Payments and indebtedness at a rate to 
be specified in the contract but not exceeding six per- 
cent (6%) per annum compounded annually. 


(2) This seetion shall not apply to group annuities 
or to annuities included in life insurance policies, and 
any of such previsions not applicable to single premium 
annuities shall uot to that extent be ineorporated therein. 


Section 320. Limitation of liability. (1) No policy 
of life insurance shall be delivered or issued for delivery 


m this state if it eontains any of the following provi- 
sions: 


fa} A provision for a period shorter than that pro- 
vided by statute within which an action at law or in 
equity may be commenced on such a policy. 


(b) A provision which excludes or restricts liability 
for death caused in a certain specified manner or oceur- 
ring while the msured has a specified status, except that 
a policy may contain provisions excluding or restricting 
coverage as specified therein in the event of death under 
any one or more of the following circumstances: 


(i} Death as a result, directly or indirectly. of war 
declared or undeclared, or of action by military forces, 
or of any act or hazard of such war or action. or of 
Service m the military, naval, or air forces or in eivilien 
forces auxiliary thereto, or from any cause while a mem- 
ber of such military, naval, or air forees of any country 
at war, declared or undeclared, or of any country en- 
gaged in such military action; ; 


(ii) Death as a result of aviation o y ai 
. ran , 
flight ; ¥ air travel or 


(11) Death as a result of a specified hazardous oecu- 
pation or occupations ; 


(iv) Death while the insured is a resident outside 
continental United States and Canada; or 


(v) Death within two (2} years from the date of 
issue of the policy as a result of suicide, while sane or 
lsane. 


(2) <A poliey which contains any exclusion or restric. 
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tion pursuant to subsection (1) of this section shall also 
provide that in the event of death under the circum- 
stances to which any such exclusion or restriction is 
applicable, the insurer will pay an amount not less than 
a reserve determined aceording to the commissioners 
reserve valuation method upon the basis of the mortality 
table and interest rate specified in the poliey for the eal- 
culation of nonforfeiture benefits (or if the poliey pro- 
vides for no such benefits, computed according to a 
mortality table and interest rate determined by the in- 
surer and specified in the poliey) with adjustment for 
indebtedness or dividend eredit. 


(3} This section shall not apply to industrial life in- 
surance, group lfe insurance, disability insurance, re- 
insurance, or annuities, or to any provision in a life in- 
surance poliey relating to disability benefits or to addi- 
tional benefits In the event of death by accident or acci- 
dental means. 


(4) Nothing contained in this section shall prohibit 
any provision which in the opinion of the commissioner 
is more favorable to the policyholder than a provision 
permitted by this section. 


Section 321. Prohibited provisions, industrial life in- 
surance. No poliey of industrial life insurance shall con- 
tain any of the following provisions: 


(1) <A provision by which the insurer may deny li- 
ability under the policy for the reason that the insured 
has previously obtained other insurance from the same 
insurer. 


(2) <A provision giving the msurer the right to de- 
clare the policy void because the insured has had any 
disease or ailment, whether specified or not, or because 
the insured has received institutional, hospital, medical 
or surgical treatment or attention, except a provision 
which gives the insurer the right to declare the policy 
void if the msured has, within two years prior to the 
issuance of the policy, received institutional, hospiial, 
medical or surgical treatment or attention and if the m- 
sured or claimant under the policy fails to show that the 
condition occasioning such treatment or attention was 
not of a serious nature or was not material to the risk. 
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(3) A provision giving the insurer the Tight to de- 
clare the policy void because the insured has been re- 
jected for insurance, unless such right be eonditioned 
upon a showing by the insurer that knowledge of such 
rejection would have led to a refusal by the insurer to 
make such eontract. 


Section 322. Incontestability, limitation of liability 
after reinstatement. (1) A reinstated policy of life in- 
surance or aunuity contract may be contested on account 
of fraud or misrepresentation of facts material to the 
reinstatement only for the same period following rein- 
statement and with the same conditions and exceptions 


as the policy provides with respect to contestability 
after original issuance. 


(2) When any life insurance policy or annuity eon- 
tract is reinstated, such reinstated policy or contract 
may exclude or restrict liability to the same extent that 
such liability might have been or was exeluded or re- 
stricted when the policy or contract was originally 
issued, and such exclusion or restriction shall be effec- 
tive from the date of reinstatement. 


Section 323. Policy settlements. Any life insurer 
shall have the power to hold under agreement the pro- 
ceeds of any policy issued by it, upon such terms and 
restrictions as to revocation by the policyholder and 
conirol by beneficiaries, and with such exemptions from 
the claims of creditors of beneficiaries other than the 
policyholder as set forth in the policy or as agreed to in 
writing by the insurer and the policyholder. Upon 
maturity of a policy, in the event the policyholder has 
made no such agreement, the insurer shall have the power 
to hold the proceeds of the policy under an agreement 
with the beneficiaries. The insurer shall not be required 
to segregate the funds so held but may hold them as 
part of its general assets. 


Section 324. Indebtedness deducted from proceeds. 
In determining the amount due under any life insurance 


policy heretofore or hereafter issued, deduction may be 
made of: 


(1) Any unpaid premiums or installments thereof for 


the current policy year due under the terms of the policy, 
and of 
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(2} The amount of principal and accrued interest of 
any policy loan or other indebtedness against the policy 
then remaining unpaid. 


Section 325. Standard nonforfeiture law —Life in- 
surance. (1) This section shall be known as the standard 
nonforfeiture law. 


(2) Nonforfeiture provisions—Life: In the ease of 
policies issued on or after the operative date of this 
section as defined in subsection (11) of this section, no 
policy of life insurance, except as set forth in subsection 
(10) of this section, shall be delivered or issued for de- 
livery in this state unless it shall contain in substance 
the following provisions, or corresponding provisions 
which in the opinion of the commissioner are at least as 
favorable to the defaulting or surrendering polieyholder: 


(a) That in the event of default in any premium pay- 
ment, after premiums have been paid for at least one fuil 
year, the insurer will grant, wpon proper request not 
later than sixty (60) days after the due date of the 
premium in default, a paid-up nonforfeiture benefit on a 
plan stipulated in the policy, effective as of such due 
date of such value as may be hereinafter specified. 


(b) That upon surrender of the policy within sixty 
(60) days after the due date of any premium payment 
in default after premiums have been paid for at least 
three (3) full years in the ease of ordinary insurance, 
and five (5) full years in the ease of industrial insur- 
anee, the insurer will pay, in lieu of any paid-up non- 
forfeiture benefit, a cash surrender value of such amount 
as may be hereinafter specified. 


(c} That a specified paid-up nonforfeiture benefit 
shall become effective as specified in the policy unless 
the person entitled to make such election elects another 
available option not later than sixty (60) days after the 
due date of the premium in default. 


(d} That if the policy shall have beeome paid up by 
completion of all premium payments, or if it is continued 
under any paid-up nonforfeiture benefit which became 
effective on or after the third policy anniversary in the 
ease of ordinary msurance, or the fifth policy anniver- 
sary in the case of industrial insurance, the insurer will 
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pay, upon surrender of the policy within thirty (30) 
days after any policy anniversary, a cash surrender value 
of such amount as may be hereinafter specified. 


(e) A statement of the mortality table and interest 
rate used in caleulating the cash surrender values and 
the paid-up nonforfeiture benefits available under the 
policy, together with a table showing the cash surrender 
value, if any, and paid-up nonforfeiture benefit, if any, 
available under the policy on each policy anniversary 
either during the first twenty (20) policy years or during 
the term of the policy, whichever is shorter, such values 
and benefits to be calculated upon the assumption that 
there are no dividends or paid-up additions credited to 
the policy and that there is no indebtedness to the in- 
surer on the policy. 


(f) A statement that the cash surrender values and 
the paid-up nonforfeiture benefits available under the 
poliey are not less than the minimum values and benefits 
required by or pursuant to the insurance law of this 
State; an explanation of the manner in which the cash 
surrender values and the paid-up nonforfeiture benefits 
are altered by the existence of any paid-up additions 
eredited to the poliey or any indebtedness to the insurer 
on the policy; if a detailed statement of the method of 
computation of the values and benefits shown in the 
policy is not stated therein, a statement that such method 
of computation has been filed with the insurance super- 
visory offieial of the state in which the poliey is de- 
livered; and a statement of the method to be used in 
ealeulating the cash surrender value and paid-up non- 
forfeiture benefit available under the policy on any 
policy anniversary beyond the last anniversary for which 
ee values and benefits are consecutively shown in the 
policy. 


(3) Any of the provisions or portions thereof set 
forth in subdivisions (a) through (f) of the foreeoine 
subsection (2) which are not applicable by reason of the 
plan of insurance may, to the extent inapplicable, be 
omitted from the policy, The insurer shall reserve the 
right to defer the payment of any cash surrender value 
for a period of six (6) months after demand therefor 
with surrender of the policy. 
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(4) Cash surrender value—Life: Any eash surrender 
value available under the policy in the event of default 
in the premium payment due on any policy anniversary, 
whether or not required by subsection (2) of this section, 
shall be an amount not less than the excess, if any, of 
the present value on such anniversary of the future 
euaranteed benefits which would have been provided for 
by the policy, including any existing paid-up additions 
if there had been no default, over the sum of: 


{a) The then present value of the adjusted premiums 
as defined in subsection (6) of this section, corresponding 
to premiums which would have fallen due on and after 
such anniversary, and 


(b) The amount of any indebtedness to the insurer 
on account of or secured by the policy. Any cash sur- 
render value available within thirty (30) days after any 
policy anniversary under any policy paid up by comple- 
tion of all premium payments, or any policy continued 
under any paid-up nonforfeiture benefits, whether or 
not required by such subsection (2), shail be an amount 
not less than the present value, on such anniversary, of 
the future guaranteed benefits provided for by the policy, 
including any existing paid-up additions, decreased by 
any indebtedness to the insurer on account of or secured 
by the poliey. 


(5) Paid-up nonforfeiture benefit—Life: Any paid- 
up nonforfeiture benefit available under the policy in 
the event of default in the premium payment due on any 
policy anniversary shall be such that its present value 
as of such anniversary shall be at least equal to the cash 
surrender value then provided for by the policy, or, if 
none is provided for, that eash surrender value which 
would have been required by this section in the absence 
of the conditions that premiums shall have been paid for 
at least a specified period. 


(6) The adjusted premium -—— Life: The adjusted 
premiums for any policy sha!l be calculated on an annual 
basis and shall be such uniform percentage of the respee- 
tive premiums specified in the policy for each policy year, 
excluding extra premiums on a substandard policy, that 
the present value, at the date of issue of the poliey, of all 
such adjusted premiums shall be equal to the sum of: 
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(a) The then present value of the future guaranteed 
benefits provided for by the policy; 


(b>) Two percent (2%) of the amount of the insur- 
ance if the insuranee be uniform in amount, or of the 
equivalent uniform amount, as hereinafter defined, if the 
amount of insurance varies with the duration of the 
poliey ; 


(c} Forty percent (40%) of the adjusted premium 
for the first policy year; 


(d) Twenty-five percent (25%) of either the ad- 
justed premium for the first pohey year or the adjusted 
premium for a whole life policy of the same uniform or 
equivalent uniform amount with uniform premiums for 
the whole of life issued at the same age for the same 
amount of insurance, whichever is less, provided, how- 
ever, that in applying the percentages specified in sub- 
divisions (¢) and (d) above, no adjusted premiums shall 
be deemed to exceed four pereent of the amount of in- 
surance or uniform amount equivalent thereto. When- 
ever the plan or term of a policy has been changed, 
either by request of the insured or automatically in ae- 
cordance with the provisions of the policy, the date of 
inception of the changed policy for the purposes of de- 
terminmg a nonforfeiture benefit or eash surrender 
value shall be the date as of which the age of the insured 
is determined for the purposes of the ehanged policy. 
The date of issue of a poliey for the purposes of this sub- 
Section Shall be the date as of which the rated age of the 
insured is determined. 


(7) In the ease of a policy providing an amount of 
insurance varying with the duration of the policy, the 
equivalent uniform amount thereof for the purpose of the 
preceding subsection (6) shall be deemed to be the uni- 
form amount of insurance provided by an otherwise 
similar policy, containing the same endowment benefit 
or benefits, if any, issued at the same age and for the 
Same term, the amount of which does not vary with du- 
ration and the benefits under which have the same 
present value at the date of issue as the benefits under 
the pohey, provided, however, that in the ease of a 
policy for a varying amount of insurance issued on the 
life of a child under age ten (10), the equivalent uni- 
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form amount may be computed as though the amount of 
insurance provided by the policy prior to the attain- 
ment of age ten were the amount provided by sueh 
policy at age ten (10). 


{8} All adjusted premiums and present values re- 
ferred to in this section shall for all policies of ordinary 
insurance be calculated on the basis of the commissioners 
1941 standard ordinary mortality table, provided that 
for any category of ordinary insurance issued on female 
risks, adjusted premiums and present values may be 
ealeulated, at the option of the tmsurer with approval 
of the commissioner, according to an age younger than 
the actual age of the insured. Such ecaleulations for all 
policies of industrial insurance shall be made on the basis 
of the 1941 standard industrial mortality table. All cal- 
culations shall be made on the basis of the rate of in- 
terest, not exceeding three-and-one-half percent (312%) 
per annum, specified in the policy for calculating cash 
surrender values and paid-up nonforfeiture benefits, pro- 
vided, however, that in calculating the present value of 
any paid-up term insurance with accompanying pure 
endowment, if any, offered as a nonforfeiture benefit, 
the rates of mortality assumed may be not more than 
one hundred thirty pereent (180%)} of the rates of 
mortality aceording to such applicable table, provided 
further that for insurance issued on a substandard basis, 
the caleulation of any such adjusted premiums and 
present values may be based on such other table of 
mortality as may be specified by the insurer and ap- 
proved by the commissioner. 


(9) Caleulation of values—Life: Any cash surrender 
value and any paid-up nonforfeiture benefit available 
under the policy in the event of default in a premium 
payment due at any time other than on the policy an- 
niversary shall be calculated with allowance for the lapse 
of time and the payment of fractional premiums beyond 
the last preceding policy anniversary. Ali values referred 
to in subsections {4}, (5), (6), (7) and (8) of this section 
may be calculated upon the assumption that any death 
benefit is payable at the end of the poliey year of death. 
The net value of any paid-up additions, other than paid- 
up term additions, shall be not less than the dividends 
used to provide such additions. Notwithstanding the 
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provisions of subsection (4) of this section, additional 
benefits payable: 


(a) In the event of death or dismemberment by ae- 
cident or accidental means, 


(b) In the event of total and permanent disability, 


(ec) As reversionary annuity or deferred reversionary 
annuity benefits, 


(dq) As term msurance benefits provided by a rider 
or supplemental policy provision to which, if issued as a 
separate policy, this section would not apply, and 


{e) As other policy benefits additional to life insur- 
ance and endowment benefits, and premiums for all sueh 
additional benefits, 


Shall be disregarded in ascertaining eash surrender 
values and nonforfeiture benefits required by this section, 
and no such additional benefits shall be required to be 
included in any paid-up nonforfeiture benefits. 


(10) Exceptions. This section shall not apply to any 
reinsurance, group insurance, pure endowment, annuity 
or reversionary annuity contract, nor to any term policy 


of uniform amount, or renewal thereof, of fifteen (15). 


years or less expiring before age 66 for which uniform 
premiums are payable during the entire term of the 
policy, nor to any term policy of decreasing amount on 
which each adjusted premium, ealeulated as specified in 
subsections (6), (7) and (8) of this seetion is less than 
the adjusted premium so calculated on a policy issued 
at the same age and for the same initial amount of in- 
surance for a term defined as follows: For ages at issue 
fifty (60) and under, the term shall be fifteen (15) years; 
thereafter, the term shall decrease one (1) year for each 
vear of age beyond fifty (50). 


(11) Operative date. After the effective date of the 
act by which this section was originally enacted, any 
insurer could have filed with the state auditor a written 
notice of its election to comply with the provisions of 
this section after a specified date before January 1, 
1948, with respect to the policies specified in the notice. 
After the filing of such notice, then upon such specified 
date (which shall be the operative date for such insurer 
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with respect to such policies), this section shall have be- 
come operative with respect to the policies specified in 
such notice thereafter issued by such insurer. As to all 
of its policies and contraets with respect to which an 
insurer makes no such election, the operative date of 
this section with respect to such policies and contracts 
for such insurer is January 1, 1948. 


Section 326. Nonforfeiture rights, old policies. (1) 
This section shall apply cnly to policies of life insurance 
issued prior to the operative date of section 325 (standard 
nonforfeiture law). 


(2) In event of default in payment of any preminm 
due on any policy, provided not less than three (3} full 
years’ premiums shall have been paid, there shall be 
secured to the insured, without action on his part, either 
paid-up or extended insurance as specified in the policy, 
the net value of which shall be at least equal to the en- 
tire net reserve held by the insurer of such policy, less 
two and one-half percent (2429) of the amount insured 
by the policy and dividend additions, if any, and less 
any outstanding indebtedness to the insurer on the policy 
at time of default. There shall be secured to the insured 
the right to surrender the policy to the insurer at its 
home office within one (1) month after date of default 
for cash value otherwise available for the purchase of the 
paid-up or extended insurance as aforesaid. 


Section 327. Prohibited policy plans. (1) No imsurer 
shall issue for delivery or deliver in this state any hfe 
insurance policy or annuity contract issued under any 
plan for the segregation of policyholders into mathe- 
matical groups and providing benefits for a surviving 
policyholder of a group arising out of the death of 
another policyholder of such group, or under any other 
similar plan. 


(2) No imsurer shall issue for delivery or deliver in 
this state any life insuranee policy or annuity contract 
providing benefits or values for surviving or continuing 
policyholders contingent upon the lapse or termination 
of the policies of other policyholders, whether by death 
or otherwise. This provision shall not be deemed to pro- 
hibit the payment or allowance of regular annual divi- 
dends or ‘‘savings’’ under participating forms of poh- 
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cies or contracts, nor prohibit the annual distribution to 
policyholders or beneficiaries of sums representing in 
part gains to the insurer from lapses, surrenders or 
mortality either in genera! or as resulting from particular 
classifications of policies. 


CHAPTER 14— GROUP LIFE INSURANCE 


Section 328. Group contracts must meet group re- 
quirements. 


(1) No life insurance policy shall be delivered in this 
state insuring the lives of more than one individual un- 
less to one of the groups as provided for in sections 329 
through 333 of this chapter, and unless in compliance 
with the other applicable provisions of this chapter. 


(2) Subsection (1) above, shall not apply to life in- 
surance policies: 


(a) Insuring only individuals related by blood, mar- 
riage or legal adoption; or 


(b) Insuring only imdividuals having a common in- 
terest through ownership of a business enterprise, or a 
substantial legal interest or equity therein, and who are 
actively engaged in the management thereof; or | 


(c} Insuring only individuals otherwise having an 
insurable interest in each other’s lives. 


Section 329. Employee groups. The lives of a group 
of individuals may be insured under a policy issued to 
an employer, or to the trustees of a fund established by 
an employer, which employer or trustees shall be deemed 
the policyholder, to insure employees of the employer 
for the benefit of persons other than the employer, sub- 
ject to the following requirements: 


(1) The employees eligible for insurance under the 
policy shall be all of the employees of the employer, or 
all of any class or classes thereof determined by condi- 
tions pertaining to their employment. The policy may 
provide that the term “‘employees’’ shall include the 
employees of one or more subsidiary corporations, and 
the employees, individual proprietors, and partners of 
one or more affiliated corporations, proprietors or part- 
nerships if the business of the emplover and of such af- 
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filiated corporations, proprietors or partnerships is under 
common control. The policy may provide that the term 
‘‘employees’’ shall include the individual proprietor or 
partners if the employer is an individual proprietor or a 
partuership. The policy may provide that the term “‘em- 
ployees” shall include retired employees. No director of 
a corporate employer shall be eligible for insurance 
under the policy unless such person is otherwise eligible 
as a bona fide employee of the corporation, by perform- 
ing services other than the usual duties of a director. 
No individual proprietor or partner shail be eligible for 
insurance under the policy unless he is actively engaged 
in and devotes a substantial part of his time to the con- 
duet of the business of the proprietor or partnership. 


(2) The premium for the policy shall be paid by the 
policyholder, either wholly from the employer’s funds 
or funds contributed by him, or partly from such funds 
and partly from funds contributed by the insured em- 
ployees. No policy may be issued on which the entire 
premium is to be derived from funds contributed by the 
insured employees. A policy on which part of the pre- 
mium is to be derived from funds contributed by the in- 
sured employees may be placed in force only if at least 
seventy-five percent (759%) of the then eligible em- 
ployees, excluding any as to whom evidence of individual 
insurability is not satisfactory to the msurer, elect to 
make the required contribution. A policy on which no 
part of the premium is to be derived from funds con- 
tributed by the insured employees must insure all eligible 
employees, or all except any as to whom evidence of 
individual insurability is not satisfactory to the insurer. 


(3) The policy must cover at least ten (10) employees 
at date of issne. 


(4) The amounts of insurance under the policy must 
he based upon some plan precluding individual selection 
either by the employees or by the employer or trustees. 


Seetion 330. Labor union groups. The lives of a 
eroup of individuals may be insured under a policy 
issued to a labor union, which shall be deemed the pohey- 
holder, to insure members of such union for the benefit 
of persons other than the union or any of its officials, 
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representatives or agents, subject to the following re- 
quirements : 


(1} The members eligible for insurance under the 
policy shall be all of the members of the union, or all of 
any class or classes thereof determined by conditions 
pertaining to their employment, or to membership in the 
union, or both. 


(2) The premium for the policy shatl be paid by the 
policyholder, either wholly from the wnion’s funds, or 
partly from such funds and partly from funds contri- 
buted by the insured members specifically for their insur- 
anee, No policy may be issued on which the entire pre- 
mium is to be derived from funds contributed by the in- 
sured members specifically for their insurance. A policy 
on which part of the premium is to be derived from 
funds contributed by the insured members specifically 
for their insurance may be placed in foree only if at least 
seventy-five percent (75%) of the then eligible members, 
excluding any as to whom evidence of individual insur- 
ability is not satisfactory to the msurer, elect to make 
the required contributions. A policy on which no part 
of the premium is to be derived from funds contributed 
by the insured members specifically for their insurance 
must insure all eligible members, or all except any as to 
whom evidence of individual insurability is not satis- 
factory to the insurer. 


(3) The policy must cover at least twenty-five (25) 
members at date of issue. 


{4) The amounts of insurance under the policy must 
be based upon some plan precliding individual selection 
either by the members or by the union. 


Section 331. Trustee groups. The lives of a group of 
individuals may be insured under a policy issued to the 
trustees of a fund established by two (2) or more em- 
ployers or by one (1) or more labor unions, or by one 
or more employers and one or more labor unions, which 
trustees shall be deemed the policyholder, to insure em- 
ployees of the employers or members of the unions for 
the benefit of persons other than the employers or the 
unions, subject to the following requirements: 


(1) The persons eligible for insurance shall be all of 
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the employees of the employers or all of the members of 
the unions, or all of any class or classes thereof deter- 
mined by conditions pertaining to their employment, or 
to membership in the unious, or to both. The policy may 
provide that the term ‘‘employees”’ shall inelude retired 
employees, and the individual proprietor or partners if 
an employer is an individual proprietor or a partnership. 
No director of a corporate employer shall be eligible for 
insurance under the policy unless such person is other- 
wise eligible as a bona fide employee of the corporation 
by performing services other than usual duties of a 
director. No individual proprietor or partner shall be 
eligible for insurance under the policy unless he is 
actively engaged in and devotes a substantial part of his 
time to the conduct of the business of the proprietor or 
partnership. The policy may provide that the term ‘‘em- 
ployees’’ shall include the trustees or their employees, or 
both, if their duties are principally eonnected with such 
trusteeship. 


(2) The premium for the policy shall be paid by the 
trustees wholly from funds contributed by the employer 
or employers of the insured persons, or by the union or 
unions, or by both, or partly from such funds and partly 
from funds contributed by the insured persons. No policy 
may be issued on which the entire premium is to be de- 
rived from funds contributed by the insured persons 
specifically for their insurance. A policy on which part 
of the premium is to be derived from funds contributed 
by the insured persons specifically for their insurance 
may be placed in foree only if at least seventy-five per- 
cent (75%) of the then eligible persons, excluding any 
as to whom evidence of individual insurability is not 
satisfactory to the insurer, elect to make the required 
contributions. A poliey on which no part of the premium 
is to be derived from funds contributed by the insured 
persons specifically for their Insurance must insure all 
eligible persons or all except any as to whom evidence 
of individual insurability is not satisfactory to the in- 
surer. 


(3) The policy must cover at date of issue at least 
one hundred (100) persons and not less than an average 


of five (5) persons per employer unit; and if the fund 
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is established by the members of an association of em- 
ployers the policy may be issued if: 


(a) Ejther 


(i) The participating employers constitute at date of 
issue at least‘ sixty percent (60%) of those employer 
members whose employees are not already covered for 
group life insurance, or 


(:i} The total number of persons covered at date of 
issue exceeds six hundred (600); and 


(b) The policy shall not require that, if a participat- 
ing employer discontinues membership in the association, 
the insurance of his employees shail cease solely by rea- 
son of such discontinuance. 


(4) The amounts of insurance under the policy must 
be based upon some plan precluding individual selection 
either by the insured persons or by the policyholder, 
employers, or unions. 


Seetion 332. Public employee groups. The lives of a 
group of individuals may be insured under a policy 
issued to an meorporated city, town, or village, or an 
association or league of cities, towns or villages, an in- 
dependent school district, state college or university, 
any association of state employees, and any association 
of state, county and city, town or village employees, and 
any combination of state, county, or city, town or village 
employees, and any department of the state or county 
government, which employer or association shall be 
deemed the policyholder, to insure the employees of any 
such incorporated city, town or village, of any such in- 
dependent school district, of any such state college and 
university, or of any such department of the state or 
county government, or members of any association of 
state, county, or city, town or village employees, for the 
benefit of persons other than the policyholder subject 
to the following requirements : 


(1) The employees eligible for insurance under the 
policy shall be ail of the employees of the employer or 
all of any class or classes thereof determined by condi- 
tions pertaining to their employment. The policy may 
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provide that the term shall inelude retired 


employees. 


‘employees 


(2) The premium for the policy shall be paid by the 
policyholder, wholly from funds contributed by it as 
employer or partly from such funds and partly from 
funds contributed by the insured employees or wholly 
from funds contributed by the insured employees, except 
that: 


(a) The employer may dednet from the employees’ 
salaries the required contributions for the premiums 
when authorized in writing by the respective employees 
so to do; and 


(b) The premium for the policy may be paid by the 
policyholder wholly or partly from funds contributed 
by any incorporated city, town or village policyholder 
when authorized by the charter of such city, town or 
village or as otherwise authorized by law. 


{3) Such policy may be placed in foree only if at 
least seventy-five percent (75%) of the eligible em- 
ployees, excluding any as to whom evidence of indi- 
yidual insurability is not satisfactory to the insurer, elect 
to make the required premium contributions and become 
insured thereunder. 


(4) The policy must cover at least ten (10) em- 
ployees at date of issue. 


(5) A policy issued to insure the employees of a 
public body may provide that the term ‘‘employees’’ 
shall inelude elected or appointed officials. 


Section 333. Debtor groups. The lives of a group of 
individuals may be insured under a policy issued to a 
creditor, who shall be deemed the policyholder, to insure 
the debtors of the creditor, subject to the following re- 
quirements : 


{1} The debtors eligible for insuranee under the 
policy shall be all of the debtors of the creditor whose 
indebtedness is repayable either (a) in installments, or 
(b) in one sum at the end of a period not in excess of 
eighteen months from the initial date of the debt, or alt 
of any class or classes thereof determined by conditions 
pertaining to the indebtedness or the purchase giving 
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rise to the indebtedness. The policy may provide that 
the term ‘‘debtors’’ shall include the debtors of one or 
more subsidiary corporations, and the debtors of one or 
more affihated corporations, proprietors or partnerships 
if the business of the policyholder and of such affiliated 
corporations, proprietors or partnerships is under com- 
mon control. 


(2) The premium for the policy shall be paid by the 
policyholder, either from the ereditor’s funds, or from 
charges collected from the insured debtors, or from both. 
A policy on which part or all of the premium is to be 
derived from the collection from the insured debtors of 
identifiable charges not required of uninsured debtors 
shall not include, in the class or classes of debtors eligible 
for insurance, debtors under obligations outstanding at 
its date of issue without evidence of individual insur- 
ability unless at least seventy-five percent of the then 
eligible debtors elect. to pay the required charges. A 
policy on which no part of the premium is to be derived 
from the collection of such identifiable charges minst in- 
sure all eligible debtors, or all except any as to whom 
evidence of individual insurability is not satisfactory to 
the insurer. 


(3) The policy may be issued only if the group of 
eligible debtors is then receiving new entrants at the 
rate of at least one hundred (100) persons yearly, or may 
reasonably be expected to receive at least one hundred 
new entrants during the first policy year, and only if 
the policy reserves to the insurer the right to require 
evidence of individual insurability if less than seventy- 
five percent (75%) of the new entrants become insured. 
The policy may exclude from the classes eligible for in- 
surance classes of debtors determined by age. 


(4) The amount of insurance in the life of any debtor 
shall at no time exceed the amount owed by him to the 
ereditor, or ten thousand dollars ($10,000), whichever 
is less. Where the indebtedness is repayable in one sum 
to the creditor, the insurance on the life of any debtor 
shall m no instance be in effect for a period in excess of 
eighteen months, except that such insuranee may be 
continued for an additional period not exceeding six 
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months in the case of default, extension or recasting of 
the loan. 


(5) The insurance shall be payable to the policy- 
holder. Each payment shall reduce or extinguish the 
unpaid indebtedness of the debtor to the extent of such 
payment, 


Section 334. Credit union group. The lives of a group 
of individnais may be insured under a policy issued to a 
eredit union organized pursuant to the laws of the State 
of Montana or the federal credit union act, which shall 
be deemed the policyholder, to insure eligible members 
for amounts of insurance not in excess of the share bal- 
ance of each member, based upon some plan which will 
preclude individual selection, for the benefit of someone 
other than the credit union or its officials and subject 
to the following requirements: 


(1} The members eligible for insurance under the 
poliey shall be all the members of the eredit union who 
meet standard physical requirement conditions of the 
insurer, or all of any class or classes thereof determined 
by conditions pertaiming to their age, or to membership 
in the credit union or both. 


(2) The premiums for the policy shall be paid by the 
policyholder, either wholly from the credit union’s funds, 
or partly from such funds and partly from funds econ- 
tributed by the msured members specifically for their 
insurance. No policy may be issued on which the entire 
premium is to be derived from funds contributed by the 
insured members specifically for their insuranee. A 
policy on which part of the premium jis to be derived 
from funds contributed by the insured members specifi- 
eally for their insurance may be placed only if at least 
seventy-five percent (75%) of the then eligible members, 
excluding any as to whom evidence of individual insur- 
ability is not satisfactory to the imsured, elect to make 
the required contribution. A policy on which no part of 
the premium is to be derived from funds contributed by 
the insured members specifically for their insurance must 
insure all eligible members or all except any as to whom 
evidence of individual insurability is not satisfactory to 
the msurer. 
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(3) The policy must cover at least twenty-five (23) 
members at the date of issue. 


Section 335, Limit as to amount. No such policy of 
group life insurance may be issued to an employer, or 
to a labor union, or to the trustees of a fund established 
in whole or in part by an employer or a labor union, 
which provides term insurance on any person which to- 
gether with any other term insurance under any group 
life insurance policy or policies issued to the employers 
of such person or to a labor union or labor unions of 
which suck person is a member or to the trustees of a 
fund or funds established in whole or in part by such 
employer or employers or such labor union or labor 
unions, exceeds twenty thousand dollars ($20,000), unless 
one hundred and fifty percent (150%) of the ‘annual 
compensation of such person from his employer or eni- 
ployers exceeds twenty thousand dollars ($20,000), in 
which event all such term insurance shall not exceed 
forty thousand dollars ($40,000) or one hundred and 
fifty pereent (150%) of such annual compensation, 
whichever is the lesser. 


Section 336. Dependents’ coverage. Any group life 
policy issued under section 329 (employee groups), or 
330 (labor union groups) or 331 (trustee groups) may 
be extended to insure the employees or members against 
loss due to the death of their spouses and minor children, 


or any class or classes thereof, subject to the following 
requirements : 


(1) The premium for the insurance shall be paid by 
the policyholder, either from the employer’s or union’s 
funds or funds contributed by the employer or union, or 
from funds contributed by the insured employees or 
members, or from both. If any part of the premium is 
to be derived from funds contributed by the msured 
employees or members, the insurance with respect to 
spouses and children may be placed in force only if at 
least seventy-five percent (75%) of the then eligible 
employees or members, excluding any as to whose family 
members evidence of insurability is not satisfactory to 
the insurer, elect to make the required contribution. If 
no part of the premium is to be derived from funds con- 
tributed by the employees or members, all eligible em- 
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ployees or members, excluding any as to whose family 
members evidence of insurability is not satisfactory to 
the insurer, must be insvred with respect to their spouses 
and children. 


(2) The amounts of insurance must be based upon 
some plan precluding individual selection either by the 
employees or members or by the policyholder, empiover 
or union, and shall not exceed, with respeet to any 
spouse or child, the amount shown in the following 
schedule: 


Maximum Amount 
of Insurance 


Age of Family Member 
at Death 


Dire: 6 aM OPS ceed aeteca hace ee ec teancdar ee LOD 
6 months and under 2 yearS.........0 0. ec eee eee cee 200 
2 years and under 3 yearsS.........2....0.2:cccceeeeeee tees 400 
3 years and under 4 yearS.........2.... 000-1 600 
4+ years and under 5 years.......222..222c.0 cece 800 
D: SOAPS: ONG), OVER cro. etsnnaciwaees, -1000 


(3) Upon termination of the insuranee with respect 
to the members of the family of any employee or member 
by reason of the empioyee’s or member’s termination of 
employment, termination of membership in the class or 
classes eligible for coverage under the policy, or death. 
the spouse shall be entitled to have issued by the insurer, 
without evidence of insurability, an individual policy of 
life insuranee, without disability or other supplementary 
benefits, providing application for the individual policy 
shali be made, and the first premium paid to the insurer, 
within thirty-one days after such termination, subject 
to the requirements of subdivisions (1), (2) and (3) of 
section 344 of this chapter. If the group policy termi- 
nates or is amended so as to terminate the Insurance of 
any class of employees or members and the employee or 
member is entitled to have issued an individual policy 
under section 346 of this chapter, the spouse shall also 
be entitled to have issued by the insurer an individual 
policy, subject to the conditions and limitations provided 
above. If the spouse dies within the period during which 
he would have been entitled to have an individual policy 
issued in accordance with this provision, the amount of 
life insurance which he would have been entitled to haye 
issued under such individual policy shall be payable as 
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a claim under the group policy, whether or not applica- 
tion for the individual policy or the payment of the first 
premium therefor has been made, 


(4) Notwithstanding section 344 of this chapter, only 
one certificate need be issued for delivery to an insured 
person if a statement concerning any dependent’s cover- 
age is included in such certificate, 


Section 337. Provisions required in group contracts. 
No poliey of group life insurance shall be delivered in 
this state unless it contains in substanee the provisions 
set forth in sections 338 through 347 of this chapter or 
provisions which in the opinion of the commissioner are 
more favorable to the persons insured, or at least as 
favorable to the persons insured and more favorable to 
the policyholder; except, however, that: 


(1) Sections 343 to 347 inclusive shall not apply to 
policies issued to a creditor to insure debtors of such 
ereditor; 


(2) The standard provisions required for individual 
life insuranee policies shall not apply to group life im- 
surance policies; and 


(3) If the group life insurance policy is on a plan 
of insurance other than the term plan, it shall contain a 
nonforfeiture provision or provisions which in the opinion 
of the commissioner is or are equitable to the insured 
persons and to the policyholder, but nothing herein shall 
be construed to require that group life insurance policies 
contain the same nonforfeiture provisions as are required 
for mdividual life msurance policies. 


Section 338. Grace period. The group life insurance 
policy shall contain a provision that the policyholder is 
entitled to a grace period of thirty-one (31) days for 
the payment of any premium due except the first, during 
which grace period the death benefit coverage shall con- 
tinue in force, unless the polieyholder shall have given 
the insurer written notice of discontinuance in advanee 
of the date of discontinuance and in accordance with the 
terms of the policy. The policy may provide that the 
policyholder shall be liable to the insurer for the pay- 
ment of a pro rata premium for the time the poliey was 
in force during such grace period. 
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Section 339. Incontestability. The group life insur- 
ance policy shall contain a provision that the validity of 
the policy shall not be contested, except for nonpayment 
of premium, after it has been in force for two (2) years 
from its date of issue; and that no statement made by 
any person insured under the policy relating to his insur- 
ability shall be used in contesting the validity of the in- 
surance with respect to which such statement was made 
after such insurance has been in force prior to the con- 
test for a period of two (2) years during sueh person’s 
lifetime nor unless it is contained in a written instrument 
signed by him. 


Section 340. Application; statements deemed repre- 
sentations, The group life insurance policy shall contain 
a provision that a copy of the application, if any, of the 
policyholder shall be attached to the policy when issued, 
that all statements made by the policyholder or by the 
persons insured shail be deemed representations and not 
warranties, and that no statement made by any person 
insured shall be used in any contest unless a copy of the 
instrument containing the statement is or has been fur- 
nished to such person or to his beneficiary. 


Section 341. Insurability. The group life imsurance 
policy shall contain a provision setting forth the condi- 
tions, if any, under which the insurer reserves the right 
to require a person eligible for insurance to furnish evi- 
denee of individual insurability satisfactory to the in- 
surer as a condition to part or all of his coverage. 


Section 342. Mlisstatement of age. The group life in- 
surance policy shail contain a provision specifying an 
equitable adjustment of premiums or of benefits or of 
both to be made in the event the age of a person insured 
has been misstated, such provision to contain a clear 
statement of the method of adjustment to be used. 


Section 343. Payment of benefits. The group life in- 
surance policy shail contain a provision that any sum 
becoming due by reason of the death of the person in- 
sured shall be payable to the beneficiary designated by 
the person insured, subject to the provisions of the policy 
in the event there is no designated beneficiary as to all 
or any part of such sum living at the death of the person 
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insured, and subject to any right reserved by the insurer 
in the policy and set forth in the certificate to pay at 
its option a part of such sum not exceeding five hundred 
dollars ($500) to any person appearing to the insurer to 
be equitably entitled thereto by reason of having incurred 
funeral or other expenses ineident to the last illness or 
death of the person insured. 


Section 344. Certificate. The group life insurance 
policy shall contain a provision that the insurer will 
issue to the policyholder for delivery to each person in- 
sured an individual certificate setting forth a statement 
as to the insurance protection to which he is entitled, to 
whom the insurance benefits are payable, and the rights 
and conditions set forth in sections 345, 346 and 347. 


Section 345. Conversion on termination of eligibility. 
The group life insurance policy shall contain a provision 
that if the insurance, or any portion of it, on a person 
covered under the policy ceases because of termination 
of employment or of membership in the class. or classes 
eligible for coverage under the poliey, such person shall 
be entitled to have issued to him by the insurer, without 
evidence of insurability, an individual policy of Hfe insur- 
ance without disability or other supplementary benefits, 
provided application for the individual policy shall be 
made, and the first premium paid to the insurer, within 
thirty-one (31) days after sueh termination, and pro- 
vided further that: 


(1) The individual policy shall, at the option of such 
person, be on any one of the forms, except term insur- 
ance, then customarily issued by the insurer at the age 
and for the amount applied for; 


(2) ‘Phe individual policy shall be in an amount not 
in excess of the amount of hfe insurance which ceases 
because of such termination, less the amount of any life 
insuranee for which such person is or becomes eligible 
under any other group policy within thirty-one (31) days 
after such termination, provided that any amount of in- 
surance which shall have matured on or before the date 
of such termination as an endowment payable to the per- 
son insured, whether in one sum or in installments or in 
‘he form of an annuity, shall not, for the purposes of this 
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provision, be included in the amount which is considered 
to cease because of such termination; and 


(3) The premium on the individual policy shall be at 
the insurer’s then customary rate applicable to the form 
and amount of the individual policy, to the class of risk 
to which such person then belongs, and to his age at- 
tained on the effective date of the individual policy. 


Section 346. Conversion on termination of policy. The 
group life insurance policy shall contain a provision that 
if the group policy terminates or is amended so as to 
terminate the insurance of any class of insured persons, 
every person imsured thereunder at the date of such 
termination whose insurance terminates and who has 
been so insured for at least five (5) years prior to such 
termination date shall be entitled to have issued to him 
by the insurer an individual policy of life insurance, sub- 
ject to the same conditions and limitations as are pro- 
vided by section 345, except that the group policy may 
provide that the amount of such individual policy shall 
not exceed the smaller of: 


{1) The amount of the person’s life insurance pro- 
tection ceasing because of the termination or amendment 
of the group policy, less the amount of any life insur- 
ance for which he is or becomes eligible under any group 
policy issued or reinstated by the same or another in- 
surer within thirty-one (81) days after such termination, 
and 


(2) Two thousand dollars ($2,000). 


Section 347. Death pending conversion. The group 
life insurance policy shall contain a provision that if a 
person insured under the policy dies during the period 
within which he would have been entitled to have an 
individual poliey issued to him in accordance with seec- 
tion 345 or 346 and before such an imdividual policy 
shali have become effective, the amount of life insur- 
ance which he would have been entitled to have issued 
to him under sueh individual policy shall be payable as 
a claim under the group policy, whether or not applica- 
tion for the individual policy or the payment of the first 
premium therefor has been made. 
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Section 348. Notice as to conversion right. If any 
individual insured under a group life insurance policy 
hereafter delivered in this state becomes entitled under 
the terms of such policy to have an individual policy of 
life insurance issued to him without evidenee of insur- 
ability, subject to making of application and payment 
of the first premium within the period specified in such 
policy, and if such individual is not given notice of the 
existence of such right at least fifteen (15} days prior 
to the expiration date of such period, then, in such event 
the individual shall have an additional period within 
which to exercise such right, but nothing herein con- 
tained shall be construed to continue any insurance be- 
yond the period provided in such policy. This additional 
period shall expire fifteen (15) days next after the in- 
dividual is given such notice, but in no event shall such 
additional period extend beyond sixty {60) days next 
after the expiration date of the period provided in such 
policy. Written notice presented to the individual or 
mailed by the policyholder to the last known address 
of the individual or mailed by the insurer to the last 
known address of the individual as furnished by the 
policyholder shall constitute notice for the purpose of 
this section. 


Section 349. ‘‘Employee life insurance’’ defined. 
“‘Employee life insurance’’ is that plan of Hfe insurance, 
other than salary savings life insurance or pension trust 
msurance and annuities, under which individual policies 
are issued to the employees of any employer and where 
such policies are issued on the lives of not less than five 
(5) employees at date of issue. Premiums for such policies 
shall be paid by the employer or the trustee of a fund 
established by the employer either wholly from the em- 
ployer’s funds, or funds contributed by him, or partly 
from such funds and partly from funds contributed by 
the insured employees. 


Section 350. Violations. Violations of this chapter are 
subject to the penalties provided by section 17 (general 
penalty). 

CHAPTER 15 — 
DISABILITY INSURANCE POLICIES 

Section 351. Scope of chapter. Nothing in this chap- 

ter shall apply to or affect: 
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(1) Any policy of liability or workmen’s compensa- 
tion insurance with or without supplementary expense 
coverage therein. 


(2) Any group or blanket policy. 


(3) Life insurance, endowment or annuity contracts, 
or contracts supplemental thereto which contain only 
such provisions relating to disability insurance as: 


(a) Provide additional benefits in case of death or 
dismemberment or loss of sight by accident or accidental 
means, or as 


(b) Operate to safeguard such contracts against lapse, 
or to give a special surrender value or special benefit or 
an annuity in the event that the insured or annuitant be- 
comes totally and permanently disabled, as defined by 
the contract or supplemental contract. 


(4) Reinsurance. 


Section 352. Scope, format of policy. No policy of 
disability insurance shall be delivered or issued for de- 
livery to any person in this state unless it otherwise com- 
plies with this code, and complies with the following: 


(1) The entire money and other considerations there- 
for shall be expressed therein ; 


(2) The time when the insurance takes effect and 
terminates shall be expressed therein; 


(3) It shall purport to insure only one person, except 
that a policy may insure, originally or by subsequent 
amendment, upon the application of an adult member 
of a family, who shall be deemed the policyholder, any 
two (2) or more eligible members of that family, inelud- 
ing husband, wife, dependent children or any children 
under a specified age which shall not exeeed nineteen 
years and any other person dependent upon the policy- 
holder ; 


(4) The style, arrangement and overall appearance 
of the policy shall give no undue prominence to any 
portion of the text, and every printed portion of the 
text of the policy and of any endorsements or attached 
papers shall be plainly printed in light-faced type of a 
style in general use, the size of which shall be uniform 
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and not less than ten (10) point with a lower case un- 
spaced alphabet length not less than one hundred and 
twenty (120) point (the ‘‘text’’ shall include all printed 
matter except the name and address of the insurer, name 
or title of the pohcy, the brief description, if any, and 
captions and subeaptions) ; 


(5) The exceptions and reductions of indemnity shall 
be set forth in the policy and, other than those contained 
in sections 354 to 376, inclusive, of this chapter, shall be 
printed, at the insurer’s option, either included with the 
benefit provision to which they apply, or under an ap- 
propriate caption such as ‘‘exeeptions,’’ or ‘‘exceptions 
and reductions,’’ except that if an exception or reduction 
speeifieally applies only to a particular benefit of the 
policy, a statement of such exception or reduction shall 
be ineluded with the benefit provision to which it 
applies ; 


(6) Hach such form, ineluding riders and endorse- 
ments, shall be identified by a form number in the lower 
left-hand corner of the first page thereof; 


(7) The policy shall contain no provision purporting 
to make any portion of the charter, rules, constitution or 
bylaws of the insurer a part of the policy unless such 
portion is set forth in full in the policy, except in the 
case of the incorporation of, or reference to, a statement 
of rates or classification of risks, or short-rate table filed 
with the commissioner. 


Section 353. Required provisions; captions — Omis- 
sions — Substitutions. (1) Except as provided in sub- 
section (2) below, each such policy delivered or issued 
for dek:very to any person in this state shall contain the 
provisions specified in sections 354 to 365, inclusive, of 
this chapter, in the words in which the same appear; 
exeept, that the insurer may, at its option, substitute for 
one or more of such provisions corresponding provisions 
of different wording approved by the commissioner which 
are in each instance not less favorable in any respect to 
the insured or the beneficiary. Each such proviso shall 
be preceded individually by the applicable caption shown, 
or, at the option of the insurer, by such appropriate in- 
dividual or group captions or sub-eaptions as the com- 
missioner may approve. 
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(2) If any such provision is in whole or in part in- 
applicable to or inconsistent with the coverage provided 
by a particular form of policy, the insurer, with the ap- 
proval of the commissioner, shall omit from such policy 
any inapplicable provision or part of a provision and 
shall modify any inconsistent provision or part of a pro- 
vision in such manner as to make the provision as con- 
tained in the policy consistent with the coverage pro- 
vided by the poliey. 


Section 354. Entire contract Changes. There shall 
be a provision as follows: 


“Entire contract; changes: This policy, including the 
endorsements and the attached papers, if any, constitutes 
the entire contract of insurance. No change in this policy 
shall be valid until approved by an executive officer of 
the insurer and unless such approval be endorsed hereon 
or attached hereto. No agent has authority to change 
this policy or to waive any of its provisions.”’ 


Section 355. Time limit on certain defenses. There 
shall be a provision as follows: 


‘‘Time limit on certain defenses: (1) After three years 
from the date of issue of this policy no misstatements, 
except fraudulent misstatements, made by the applicant 
in the application for such policy shall be used to void 
the policy or to deny a claim for loss incurred or dis- 
ability (as defined in the policy) commencing after the 
expiration of such three-year period.”’ 


(The foregoing policy provision shall not be so econ- 
strued as to affect any legal requirement for avoidance 
of a policy or denial of a claim during such initial three- 
year period, nor to limit the application of sections 367 
through 371 of this chapter in the event of misstatement 
with respect to age or occupation or other insurance). 


(A policy which the insured has the right to continue 
in foree subject to its terms by the timely payment of 
premium (a) until at least age fifty (50) or, (b) in the 
case of a policy issued after age forty-four (44), for at 
least five (5) years from its date of issue, may contain 
in Heu of the foregoing the following provision (from 
which the clause in parentheses may be omitted at the 


eos 


insurer’s option) under the caption “‘incontestable’’: 
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‘“‘After this policy has been in force for a period of 
three years during the lifetime of the insured (exeluding 
any period during which the insured is disabled), it shall 
become incontestable as to the statements contained in 
the application’’).. 


(2) No claim for loss incurred or disability (as de- 
fined in the policy) commencing after three years from 
the date of issue of this policy shall be reduced or denied 
on the ground that a disease or physical condition not 
excluded from coverage by name or specifie deseription 
effective on the date of loss had existed prior to the ef- 
fective date of coverage of this policy,”’ 


Section 356. Grace period. There shall be a provision 
as follows: 


“Grace period: A grace period of ... (insert a num- 
ber not less than ‘7’ for weekly premium policies, ‘10’ 
for mouthly premium policies and ‘31’ for all other poli- 
cies) days will be granted for the payment of each 
premium falling due after the first premtum, during 
which grace period the policy shall continue in foree.’’ 


A policy in which the insurer reserves the right to re- 
fuse renewal shall have, at the beginning of the above 
provision, 


“Unless not less than thirty days prior to the premium 
due date the insurer has delivered to the insured or has 
mailed to his last address as shown by the records of the 
insurer written notice of its intention not to renew this 
policy beyond the period for which the premium has been 
accepted.’”’ 


Section 357. Reinstatement. There shall be a provi- 
sion as follows: 


“‘Reinstatement: If any renewal premium be not paid 
within the time granted the insured for payment, a sub- 
Sequent acceptance of premium by the insurer or by any 
agent duly authorized by the insurer to accept such 
premium, without requiring in connection therewith an 
application for reinstatement, shall reinstate the policy; 
provided, however, that if the insurer or such agent re- 
quires an application for reinstatement and issues a con- 
ditional receipt for the premium tendered, the policy 
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will be reinstated upon approval of such application by 
the insurer or, lacking such approval, upon the forty- 
fifth (45th) day following the date of such conditional 
receipt unless the insurer has previously notified the im- 
sured in writing of its disapproval of such application. 
The reinstated policy shall cover only loss resulting from 
such accidental injury as may be sustained after the date 
of reinstatement and loss due to such sickness as may 
begin more than ten days after such date. In all other 
respects the insured and insurer shall have the same 
rights thereunder as they had under the policy imme- 
diately before the due date of the defaulted premium, 
subject to any provisions endorsed hereon or attached 
hereto in connection with the reinstatement. Any pre- 
mium aceepted in connection with a reinstatement shall 
be applied to a period for which premium has not been 
previously paid, but not to any period more than sixty 
{60) days prior to the date of reinstatement.” 


The last sentence of the above provision may be omitted 
from any policy which the insured has the right to con- 
tinue in force subject to its terms by the timely payment 
of premiums: 


(1) Until at least age fifty (50), or 


(2) In the case of a policy issued after age forty-four 
(44), for at least five (5) years from its date of issue. 


Section 358. Notice of claim. There shall be a pro- 
vision as follows: 


‘‘Notice of claim: Written notice of claim must be 
given to the insurer within twenty (20) days after the 
occurrence or commencement of any loss covered by the 
policy, or as soon thereafter as is reasonably possible. 
Notice given by or on behalf of the insured or the bene- 
ficiary to the insurer at... (insert the location of such 
office as the insurer may designate for the purpose), or 
to any authorized agent of the insurer, with information 
sufficient to identify the insured, shall be deemed notice 
to the insurer.’’ 


In a policy providing a loss-of-time benefit which may 
be payable for at least two (2} years, an insurer may 
at its option insert the following between the first and 
second sentences of the above provision: 
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‘Subject to the qualifications set forth below, if the 
insured suffers loss of time on account of disability for 
which indemnity may be payable for at least. two years, 
he shall, at least once in every six (6) months after hav- 
ing given notice of the claim, give to the insurer notice 
of continuance of the disability, except in the event of 
legal incapacity. The period of six (6) months following 
any filing of proof by the insured or any payment by 
the insurer on aecount of such claim or any denial of 
liability in whole or in part by the insurer shall be ex- 
cluded im applying this provision. Delay in the giving of 
such notice shall not impair the insured’s right to any 
indemnity which would otherwise have accrued during 
the period of six (6) months preceding the date on which 
such notice is actually given.’’ 


Section 359. Claim forms. There shall be a provision 
as follows: 


‘Claim forms: The insurer, upon receipt of a notice 
of claim, will furnish to the claimant such forms as are 
usually furnished by it for filing proofs of loss. If such 
forms are not furnished within fifteen days after the eiv- 
ing of such notice the claimant shall be deemed to have 
complied with the requirements of this policy as to proof 
of loss upon submitting, within the time fixed in the 
policy for filing proofs of loss, written proof covering 
the occurrence, the character and the extent of tlie loss 
for which claim is made.’’ 


Section 360. Proofs of loss. There shall be a provision 
as follows: 


‘“‘Proofs of loss: Written proof of loss must be fur- 
nished to the insurer at its said office in case of claim 
for loss for which this policy provides any periodic pay- 
ment contingent upon continuing loss within ninety (90) 
days after the termination of the period for which the 
insurer is liable and in case of claim for any other loss 
within ninety (90) days after the date of such loss. Fail- 
ure to furnish such proof within the time required shall 
not invalidate nor reduce any claim if it was not reason- 
ably possible to give proof within such time, provided 
such proof is furnished as soon as reasonably possible 
and in no event, except in the absence of legal capacity, 
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later than one (1) year from the time proof is otherwise 
required.’’ 


Section 361. Time of payment of claims. There shall 
be a provision as follows: 


“Time of payment of claims: Indemnities payable 
under this policy for any loss other than loss for which 
this policy provides any pertodic payment, will be paid 
immediately upon receipt of due written proof of such 
loss. Subject to due written proof of loss, all acerued in- 
demnities for loss for which this policy provides periodic 
payment will be paid ... (insert period for payment 
which must not be less frequently than monthly) and 
any balance remaining unpaid upon the termination of 
liability will be paid immediately upon receipt of due 
written proof.’’ 


Section 362. Payment of claims. There shall be a 
provision as follows: 


*“Payment of claims: Indemnity for loss of life will be 
payable in accordance with the beneficiary designation 
and the provisions respecting such payment which may 
be preseribed herein and effective at the time of pay- 
ment. If no such designation or provision is then effec- 
tive, such indemnity shall be payable to the estate of 
the msured. Any other accrued indemnities unpaid at 
the insured’s death may, at the option of the insurer, 
be paid either to such beneficiary or to such estate. All 
other indemnities will be payable to the insured.’’ 


The following provisions, or either of them, may be 
included with the foregoing provision at the option of 
the insurer: 


‘“Tf any indemnity of this policy shall be payable to 
the estate of the insured, or to an insured or beneficiary 
who is a minor or otherwise not competent to give a 
valid release, the imsurer may pay such indemnity, up 
to an amount not exceeding $................ (insert an amount 
which shall not exceed $1,000), to any relative by blood 
or connection by marriage of the insured or beneficiary 
who is deemed by the insurer to be equitably entitled 
thereto. Any payment made by the msurer in good faith 
pursuant to this provision shall fully discharge the in- 
surer to the extent of such payment.”’ 
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“‘Subjeet to any written direction of the insured in 
the application or otherwise all or a portion of any in- 
demnities provided by this policy on account of hospital, 
nursing, medical or surgical services may, at the insurer’s 
option and unless.the insured requests otherwise in writ- 
ing not later than the time of filing proof of such loss, 
be paid directly to the hospital or person rendering such 
services; but it is not required that the service be rend- 
ered by a particular hospital or person. ’’ 


Section 363. Physical examination, autopsy. There 
shall be a provision as follows: 


‘‘Physical examinations and autopsy: The insurer at 
its own expense shall have the right and opportunity to 
examine the person of the insured when and as often as 
it may reasonably require during the pendency of a claim 
hereunder and to make an autopsy in ease of death where 
it Is not forbidden by law.’’ 


Section 364. Legal actions. There shall be a provision 
as follows: 


“‘Legal actions: No action at law or in equity shall be 
brought to recover on this policy prior to the expiration 
of sixty days after written proof of loss has been fur- 
nished in accordance with the requirements of this policy. 
No such action shall be brought after the expiration of 


three (3) years after the written proof of loss is required 
to be furnished.’’ 


Section 365. Change of beneficiary. There shall be a 
provision as follows: ‘‘Change of beneficiary: Unless the 
insured makes an irrevocable designation of beneficiary 
the right to change a beneficiary is reserved to the in: 
sured and the consent of the beneficiary or beneficiaries 
shall not be requisite to surrender or assignment of this 
policy or to any change of beneficiary or beneficiaries. 
or to any other changes in this poliey.” 


(The first clause of this provision, relating to the ir- 
revocable designation of beneficiary, may be omitted at 
the insurer’s option), 


Section 366. Optional policy provisions, Exeept as 
provided in subsection (2) of section 353 of this chapter, 
no such policy delivered or issued for delivery to any 
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person in this state shall contain provisions respecting 
the matters set forth in sections 367 to 376, inclusive, of 
this chapter unless such provisions are in the words in 
which the same appear in the applicable section, except 
that the insurer may, at its option, use in lieu of any 
such provision a corresponding provision of different 
wording approved by the commissioner which is not less 
favorable in any respect to the insured or the beneficiary. 
Any such provision contained in the policy shall be pre- 
ceded individually by the appropriate caption or, at the 
option of the insurer, by such appropriate individual or 
group captions or subeaptions as the commissioner may 
approve. 


Section 367. Change of occupation. There may be a 
provision as follows: ‘Change of occupation: If the in- 
sured be injured or contract sickness after having 
changed his occupation to one classified by the insurer 
as more hazardous than that stated in this policy or while 
doing for compensation anything pertaining to an oceu- 
pation so classified, the insurer will pay only such por- 
tion of the imdemnities provided in this pohey as the 
premium paid would have purchased at the rates and 
within the limits fixed by the imsurer for such more 
hazardous occupation. If the insured changes his oceu- 
pation to one classified by the insurer as less hazardous 
than that stated in this policy, the insnrer, upon receipt 
of proof of such change of occupation, will reduce the 
premium rate aceordingly, and will return the excess 
pro rata unearned premium from the date of change of 
oceupation or from the policy anniversary date imme- 
diately preceding receipt of such proof, whichever is the 
more recent. In applying this provision, the classification 
of occupational risk and the premium rates shall be such 
as have been last filed by the insurer prior to the occur- 
rence of the loss for which the insurer is liable or prior 
to date of proof of change in occupation with the state 
official having supervision of insurance in the state 
where the insured resided at the time this policy was 
issued; but if such filing was not required, then the 
classification of occupational risk and the premium rates 
shall be those last made effective by the insurer in such 
state prior to the occurrence of the loss or prior to the 
date of proof of change in occupation.”’ 
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Section 368. Misstatement of age. There may be a 
provision as follows: 


“Misstatement of age: If the age of the insured has 
been misstated, all amounts payable under this policy 


shall be such as the premium paid would have purchased 
at the correct age.’’ 


Section 369. Other insurance in this insurer. There 
may be a provision as follows: 


‘‘Other insurance in this insurer: If an accident or 
sickness or accident and sickness policy or polictes pre- 
viously issued by the insurer to the insured be in force 
concurrently herewith, making the aggregate indemnity 
for... (insert type of coverage or coverages) in excess 
OF tet {insert maximum limit of indemnity or in- 
demnities} the excess insurance shall be void and all 


premiums paid for such excess shall be returned to the 
insured or to his estate.’’ 


Or, in lieu thereof: 


‘Insurance effective at any one time on the insured 
under a like policy or policies in this insurer is limited 
to the one such policy elected by the insured, his bene- 
ficiary or his estate, as the case may be, and the insurer 
will return all premiums paid for all other such policies.’’ 


Section 370. Insurance with other insurers (Provision 
of service or expense incurred basis). (1) There may be 
a provision as follows: 


‘“‘Tnsurance with other insurers: If there be other 
valid coverage, not with this msurer, providing benefits 
for the same loss on a provision of service basis or on 
an expense incurred basis and of which this insurer has 
not been given written notice prior to the occurrence or 
commencement of loss, the only lability under any ex- 
pense ineurred coverage of this policy shall be for such 
proportion of the loss as the amount which would other- 
wise have been payable hereunder plus the total of the 
like amounts under all such other valid coverages for 
the same joss of which this insurer had notice bears to 
the total like amounts under all valid coverages for such 
loss, and for the return of such portion of the preminms 
paid as shall exceed the pro rata portion for the amount 
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so determined. For the purpose of applying this pro- 
vision when other coverage is on a provision of service 
basis, the ‘like amount’ of such other coverage shall be 
taken as the amount which the services rendered would 
have cost in the absence of such coverage.”’ 


be for such proportion of the indemnities otherwise pro- 
vided hereunder for such loss as the like indemnities of 
which the insurer had notice (ineluding the indemnities 
under this policy) bear to the total amount of all like 
indemnities for such loss, and for the return of such 


: 13 covinon aaciacluded im portion of the premium paid as shall exceed the pro rata 
espe Deans (2) If the foregoing policy pro ee: tan portion for the indemnities thus determined.’’ 
optional policy which ajso contains the policy provision set out 1 
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ae caption of the foregoing provision the phrase ‘‘—Expense a policy which also contains the policy provision set out Provision — 
incurred benefits.’’? The insurer may, at its option, In- in section 370 of this chapter, there shall be added to coverage. 
clude in this provision a definition of “other valid cover- the caption of the foregoing provision the phrase 
age,” approved as to form by the commissioner, which ‘‘—Other benefits.’’ The insurer may, at its option, in- 
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and by hospital or medical service organizations, and to surance law or by insurance authorities of this or any 
any other coverage the inclusion of which may be ap- other state of the United States or any province of 
proved by the commissioner. In the absence of such Canada, and to any other coverage the inclusion of 
definition such term shall not include group insurance, which may be approved by the commissioner. In the 
automobile medical payments insurance, or coverage Pro- absence of such definition such term shall not include 
vided by hospital or medical service organizations OF by group insurance, or benefits provided by union welfare 
union welfare plans or employer or employee henefit we. plans or by employer or employee benefit organizations. 
ganizations. For the purpose of applymg the foregoing For the purpose of applying the foregoing policy pro- 
policy provisions with respect to any insured, any amount vision with respect to any insured, any amount of benefit 
of benefit provided for such insured pursuant to any provided for such insured pursuant to any compulsory 
compulsory benefit statute (ineluding any workmen's benefit statute (including any workmen’s compensation 
compensation or employer's liability statute) whether or employer’s Hability statute) whether provided by a 
provided by a governmental agency or otherwise shall governmental ageney or otherwise shall im all cases be 
‘n all eases be deemed to be ‘‘other valid coverage’’ of deemed to be ‘‘other valid coverage’’ of which the in- 
which the insurer has had notice. In applying the fore- surer has had notice. In applying the foregoing policy 
going policy provision no third party liability coverage provision no third party liability coverage shall be in- 
shall be included as “other valid coverage.”’ eluded as ‘‘other valid coverage.’’ 
Frononioomit= Section 971. Insurance with other insurers — Other Section 372, Relation ii caries to lames. 4) Libity based 
other insurers. benefits. There may be a provision as follows: of earnings 


to insurance. 


(1} There may be a provision as follows: 


‘<Insurance with other insurers: If there be other valid 
coverage, not with this insurer, providing benefits for 
the same loss on other than an expense incurred basis and 
of which this insurer has not been given written notice 
prior to the occurrence or commencement of loss, the 
only liability for such benefits under this policy shall 
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‘Relation of earnings to insuranee: If the total monthly 
amount of loss of time benefits promised for the same 
loss under all valid loss of time coverage upon the in- 
sured, whether payable on a weekly or monthly basis, 
shall exceed the monthly earnings of the insured at the 
time disability commenced or his average monthly earn- 
ings for the period of two years immediately preceding a 
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disability for which claim is made, whichever is the 
greater, the insurer will be liable only for such propor- 
tionate amount of such benefits under this policy as the 
amount of such monthly earnings or such average 
monthly earnings of the insured bears to the total amount 
of monthly benefits for the same loss under all such cov- 
erage upon the insured at the time such disability com- 
mences and for the return of such part of the premiums 
paid during such two years as shall exceed the pro rata 
amount of the premiums for the benefits actually paid 
hereunder; but this shall not operate to reduce the total 
monthly amount of benefits payable under all such cover- 
age upon the insured below the sum of $200 or the sum 
of the monthly benefits specified in such coverages, 
whichever is the lesser, nor shall it operate to reduce 
benefits other than those payable for loss of time.’’ 


(2) The foregoing policy provision may be inserted 
only in a policy which the insured has the right to con- 
tinue in force subject to its terms by the timely payment 
of premiums (a) until at least age 50, or (b) in the ease 
of a pohey issued after age 44, for at least five years 
from its date of issue. The insurer may, at its option, 
inelude in this provision a definition of ‘‘valid loss of 
time coverage,’’ approved as to form by the commis- 
sioner, which definition shall be limited in subject-matter 
to coverage provided by governmental agencies or by 
organizations subject to regulation by insurance law or 
by insurance authorities of this or any other state of the 
United States or any province of Canada, or to any other 
coverage the inclusion of which may be approved by the 
commissioner or any combination of sueh coverages. In 
the absence of such definition such term shall not include 
any coverage provided for such msured pursuant to any 
compulsory benefit statute (ineluding any workmen’s 
compensation or employer’s liability statute), or benefits 
provided by union welfare plans or by employer or em- 
ployee benefit organizations. 

Section 373. Unpaid premiums. There may be a pro- 
vision as follows: 

“Unpaid premiums: Upon the payment of a claim 
under this policy, any premium then due and unpaid or 
covered by any note or written order may be dedueted 
therefrom.”’ 
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Section 374. Conformity with state statutes. There 
may be a provision as follows: 


“Conformity with state statutes: Any provision of this 
policy which, on its effective date is in conflict with the 
statutes of the state in which the insured resides on such 
date is hereby amended to conform to the minimum 
requirements of such statutes.”’ 


Section 375. Mlegal occupation. There may be a pro- 
vision as follows: 


‘‘THegal oceupation: The insurer shall not be liable 
for any loss to which a contributing cause was the in- 
sured’s commission of or attempt to commit a felony or 
to which a contributing cause was the insured’s being 
engaged in an illegal occupation.’’ 


Section 376. Intoxicants and narcotics. There may be 
&@ provision as follows: 


“‘Intoxicants and nareotics: The insurer shall not be 
liable for any loss sustained or contracted in consequence 
of the insured’s being intoxicated or under the influence 
of any narcotic unless administered on the adviee of a 
physician. ”’ 


Section 377. Renewal at option of insurer. Disability 
insurance policies, other than accident insurance only 
policies, in which the insurer reserves the right to refuse 
renewal on an individual basis, shall provide in substanee 
in a provision thereof or in an endorsement thereon or 
rider attached thereto that subject to the right to ter- 
minate the policy upon non-payment of premium when 
due, such right to refuse renewal may not be exercised 
so as to take effect before the renewal date oecurring 
on, or after and nearest, each policy anniversary (or in 
the case of lapse and reinstatement, at the renewal date 
occurring on, or after and nearest, each anniversary of 
the last reinstatement), and that any refusal of renewal 
shall be without prejudice to any claim originating while 
the policy is in force. (The parenthetic reference to 
lapse and reinstatement may be omitted at the insurer’s 
option). 


Section 378. Order of certain provisions. The pro- 
visions which are the subject of sections 357 to 380, in- 
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elusive, of this chapter, or any corresponding provisions 
which are used in lieu thereof in accordance with such 
sections, shall be printed in the consecutive order of the 
provisions in such sections or, at the option of the in- 
surer, any such provision may appear as a unit in any 
part of the policy, with other provisions to which it may 
be logically related, provided that the resulting policy 
shall not be in whole or in part unintelligible, uncertain, 
ambiguous, abstruse, or likely to mislead a person to 
whom the policy is offered, delivered or issued. 


Section 379. Third party ownership. The word ‘‘in- 
sured,’’ as used in this chapter, shall not be construed 
as preventing a person other than the imsured with a 
proper insurable interest from making application for 
and owning a policy covering the insured or from being 
entitled under such a policy to any indemnities, benefits, 
aud rights provided therein. 


Section 380. Requirement of other jurisdictions. (1) 
Any policy of a foreign or alien insurer, when delivered 
or issued for delivery to any person in this state, may 
contain any provision which is not less favorable to the 
insured or the beneficiary than the provisions of this 
chapter and which is prescribed or required by the law 
of the state or country under which the insurer 1s or- 
ganized. 


(2) Any policy of a domestic imsurer may, when 
issued for delivery in any other state or country, contain 
any provision permitted or required by the laws of such 
other state or country. 


Section 381. Conforming toe statute. (1) No policy 
provision which is not subject to this chapter shall make 
a policy, or any portion thereof, less favorable in any 
respect to the insured or the beneficiary than the pro- 
visions thereof which are subject to this chapter. 


(2) <A policy delivered or issued for delivery to any 
person im this state in violation of this chapter shall be 
held valid but shall be construed as provided in this 
chapter. When any provision in a policy subject to this 
chapter is in conflict with any provision of this chapter, 
the rights, duties, and obligations of the insurer, the 
insured and the beneficiary shall be governed by the 
provisions of this chapter. 
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Section 382. Age limit. If any such policy contains a 
provision establishing, as an age Hmit or otherwise, a 
date after which the coverage provided by the policy 
will not be effective, and if such date falls within a 
period for which premium is accepted by the insurer or 
if the insurer accepts a premium after such date, the 
coverage provided by the policy will continue in force 
subject to any right of cancellation until the end of the 
period for which premium has been accepted. In the 
event the age of the insured has been misstated and if, 
according to the correct age of the insured, the coverage 
provided by the policy would not have become effective, 
or would have ceased prior to the acceptance of such 
premium or premiums, then the liability of the insurer 
shall be limited to the refund, wpon request, of ali pre- 
miums paid for the period not covered by the policy. 


Section 383. Franchise disability insurance law. Dis- 
ability insurance on a franchise plan is hereby declared 
to be that form of disability insurance issued to: 


(1) Five or more employees of any corporation, co- 
partnership, or individual employer or any governmeutal 
corporation, agency or department thereof; or 


(2) Ten or more members, employees or employees of 


members of any trade or professional association or of a 
labor union or of any other association having had an 
active existence for at least two {2} years where such 
association or union has a constitution or bylaws and is 
formed in good faith for purposes other than that of 
obtaining insurance; 


Where such persons with or without their dependents, 
are issued the same form of an individual policy varying 
only as to amounts and kinds of coverage applied for by 
such persons under an arrangement whereby the pre- 
miums on such policies may be paid to the insurer peri- 
odically by the employer, with or without payroll de- 
ductions, or by the association for its members, or by 
some designated person acting on behalf of such em- 
plover, association or union. The term ‘‘empioyees’’ as 
used herein may be deemed to include the officers, man- 
agers and employees and retired employees of the em- 
ployer and the individual proprietor or partners if the 
employer is au individual proprietor or partnership. 
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Section 384, Violations. Violations of this chapter 
are subject to the penalties provided by section 17 (gen- 
eral penalty). 


CHAPTER 16 — 
GROUP AND BLANKET DISABILITY INSURANCE 


Seetion 385. Group disability insurance defined; eli- 
gible groups. Group disability insuranee is hereby de- 
elared to be that form of disability insurance covering 
eroups of persons as defined below, with or withont one 
or more members of their families or one or more of their 
dependents, or covering one or more members of the 
families or one or more dependents of such groups of 
persons, and issued upon the following basis: 


{1} Under a policy issued to an employer or trustees 
of a fund established by an employer, who shall be 
deemed the policyholder, insuring employees of such em- 
plover for the benefit of persons other than the employer. 
The term ‘‘employees’’ as used herein shall be deemed 
to inelude the officers, managers, and employees of the 
employer, the individual proprietor or partner if the em- 
ployer is an individual proprietor or partnership, the of- 
ficers, managers, and employees of subsidiary or affili- 
ated corporations, the individual proprietors, partners 
aud employees of individuals and firms, if the business 
of the employer and such individual or firm is under 
common control through stock ownership, contract, or 
otherwise. The term ‘‘employees” as used herein may 
include retired employees. A policy issued to insure em- 
ployees of a public body may provide that the term ‘‘em- 
ployees’’ shall include elected or appointed officials. 
The policy may provide that the term “‘employees”’ shall 
inelude the trustees or their employees, or both, if their 
duties are principally eonneected with such trusteeship. 


(2) Under a policy issued to an association, including 
a labor tnion, which shall have a constitution and by- 
laws and which has been organized and is maintained in 
good faith for purposes other than that of obtaining in- 
surance, insuring members, employees, or employees of 
members of the association for the benefit of persons 
other than the association or its officers or trustees. The 
term “employees’’ as used herein may inelude retired 
employees. 
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(3) Under a policy issued to the trustees of a fund 
established by two (2) or more employers in the sanie or 
related industry or by one or more labor unions or by one 
or more employers and one or more labor unions or by 
an association as defined in subdivision (2) above, which 
trustees shall be deemed the policyholder, to insure em- 
ployees of the employers or members of the unions or of 
such assoctation, or employees of members of such asso- 
elation, for the benefit of persons other than the em- 
ployers or the unions or such association. The term ‘‘em- 
ployees’’ as used herein may include the officers, man- 
agers and employees of the employer, and the individual 
proprietor or partners if the employer ig an individual 
proprietor or partnership. The term ‘‘employees’’ as 
used herein may inchide retired employees. The policy 
may provide that the term ‘‘employees’’ shall inelude 
the trustees or their employees, or both, if their duties 
are principally connected with sueh trusteeship. 


(£) Under a policy issued to any person or organi- 
zation to which a poliey of group life insurance may be 
issued or delivered in this state to insure any class or 
classes of dividuals that could be insured under such 
group life policy. 


(5) Under a policy issued to cover any other sub- 
stantially similar group which, in the discretion of the 
commissioner, May be subject to the issuance of a group 
disability policy or contract. 


(6) Any group disability policy which contains pro- 
visions for the payment by the insurer of benefits for 
expenses incurred on account of hospital, nursing, medi- 
eal, or surgical services for members of the family or 
dependents of a person in the insured group may pro- 
vide for the continuation of such benefit provisions, or 
any part or parts thereof, after the death of the person 
in the insured group. 


Section 386. Required provisions. Each such group 
disability insurance poliey shall contain im substance the 
following provisions: 


(1) A provision that, in the absence of fraud, all 
statements made by applicants or the policyholder or 
by an insured person shall be deemed representations and 
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not warranties, and that no statement made for the pur- 
pose of effecting imsurance shall avoid such insurance 
or reduce benefits unless contained in a written instru- 
ment signed by the policyholder or the insured person, a 
copy of which has been furnished to such polieyholder 
or to such person or his beneficiary. 


(2) <A provision that the insurer will furnish to the 
policyholder for delivery to each employee or member 
of the insured group, a statement in summary form of the 
essential features of the insurance coverage of such em- 
ployee or member and to whom benefits thereunder are 
payable. If dependents are included in the coverage, 
only one certificate need be issued for each family unit. 


(3) <A provision that to the group originally insured 
may be added from time to time eligible new employees 
or members or dependents, as the case may be, in accord- 
ance with the terms of the policy. 


Section 387. Direct payment of hospital, medical 
services. Any group disability policy may on request by 
the group policyholder provide that all or any portion of 
any indemnities provided by any such policy on account 
of hospital, nursing, medical or surgical services may, 
at the insurer’s option, be paid directly to the hospital 
or person rendering such services; but the policy may 
not require that the service be rendered by a particular 
hospital or person. Payment so made shall discharge the 
insurer’s obligation with respect to the amount of insur- 
ance so paid. 


Section 388. Blanket disability insurance defined. 
Blanket disability insurance is hereby declared to be 
that form of disability insuranee covering groups of 
persons as enumerated in one of the following sub- 
divisions: 


(1} Under a policy or contract issued to any common 
carrier or to any operator, owner or lessee of a means of 
transportation, who or which shal]! be deemed the policy- 
holder, covering a group defined as all persons or all 
persons of a class who may become passengers on such 
common carrier or such means of transportation. 


(2) Under a policy or contract issued to an employer, 
who shall be deemed the policyholder, covering all em- 
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ployees, dependents or guests, defined by reference to 
specified hazards incident to the activities or operations 
of the employer or any class of employees, dependents 
or guests similarly defined. 


(3) Under a policy or contract issued to a school, or 
other institution of learning, camp or sponsor thereof; 
or to the head or principal thereof, who or which shall 
be deemed the policyholder, covering students or 
campers. Supervisors and employees may be included. 


(4) Under a policy or contract issued in the name of 
any religious, charitable, recreational, educational, or 
civic organization, which shall be deemed the policy- 
holder, covering participants in activities sponsored by 
the organization. 


(5) Under a policy or contract issued to a sports team 
or sponsors thereof which shall be deemed the policy- 
holder, covering members, officials and supervisors. 


(6) Under a policy or contract issued in the name 
of any volunteer fire department, first aid, or other such 
volunteer group, or ageney having jurisdiction thereof, 
which shall be deemed the policyholder, covering all of 
the members of such fire department or group. 


(7) Under a policy or contract issued to cover any 
other risk or class of risks which, in the discretion of 
the commissioner may be properly eligible for blanket 
disability insuranee. The discretion of the commissioner 
may be exercised on an individual risk basis or class of 
risks, or both. 


Section 389. Required provisions. Any insurer au- 
thorized to write disability insurance in this state shall 
have the power to issue blanket disability insuranee. No 
such blanket policy may be issued or delivered in this 
state unless a copy of the form thereof shall have been 
filed in accordance with section 271. Every such blanket 
policy shall contain provisions whieh in the opinion of 
the commissioner are at least as favorable to the policy- 
holder and the individual insured as the following: 


(1) <A provision that the poliey and the application 
shall constitute the entire contract between the parties, 
and that all statements made by the policyholder shall, 
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in absence of fraud, be deemed representations and not 
warranties, and that no such statements shall be used in 
defense to a clam under the policy, unless it is contained 
in a written application. 


(2) A provision that written notice of siekness or of 
injury must be given to the insurer within twenty (20) 
days after the date when such sickness or injury oc- 
eurred. Failure to give notice within such time shall not 
invalidate nor reduce any claim if it shall be shown not 
to have been reasonably possible to give such notiee and 
that notice was given as soon as was reasonably possible. 


(3) A provision that the insurer will furnish to the 
policyholder such forms as are usually furnished by it 
for filing proof of loss. If such forms are not furnished 
before the expiration of fifteen (15} days after the giving 
of such notice, the claimant shall be deemed to have com- 
plied with the requirements of the policy as to proof of 
loss upon submitting within the time fixed in tle policy 
for filing proof of loss, written proof covering the oceur- 
rence, character and extent of the loss for which claim 
is made. 


(4) A provision that in the case of claim for loss of 
time for disability, written proof of such loss must be 
furnished to the insurer within thirty (30) days after 
the commencement of the period for which the insurer is 
liable, and that subsequent written proofs of the eon- 
tinnanece of such disability must be furnished to the in- 
surer at such intervals as the insurer may reasonably 
require, and that in the case of clatm for any other loss, 
written proof of such loss must be furnished to the in- 
surer within ninety (90) days after the date of such 
loss. Failure to furnish snch proof within such time 
shall not invalidate nor reduce any claim if it shall be 
shown not to have been reasonably possible to furnish 
such proof and that such proof was furnished as soon as 
was reasonably possible. 


(5) A provision that all benefits payable under the 
poliey other than benefits for loss of time will be pay- 
able immediately upon receipt of due written proof of 
such loss, and that, subjeet to due proof of loss, all ac- 
ertied benefits payable under the policy for loss of time 
will be pai? not later than at the expiration of cach 


a), 


ins 
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period of thirty (30) days during the continuanee of 
the period for which the msurer is lable, and that any 
balance remaining unpaid at the termination of such 
period will be paid immediately wpon receipt of such 
proof, 


(6) A provision that the insurer at its own expense, 
shall have the right aud opportnnity to examine the per- 
son ¢f the insured when and so often as it may reason- 
ably require duyine the pendency of claim under the 
policy and also the right and opportunity to make an 
autopsy in ease of death where it is not prohibited by 
law. 


{i) A provision that no action at law or in equity 
shall be brought to recover under the policy prior to the 
expiration of sixty (60) days after written proof of loss 
has been furnished in accordance with the requirements 
of the poliey and that no such action shall be brought 
after the expiration of three (3) years after the time 
written proof of loss is required to be furnished. 


Section 390. Application and certificates not re- 
quired, An individual application shall not be required 
from a person covered under a blanket disability policy 
or contract, nor shall it be necessary for the insurer to 
furnish each person a certificate. 


Section 391. Insurable interest — Facility of pay- 
ment. <All benefits under any blanket disability policy 
shall be payable to the person insured, or to his desig- 
nated beneficiary or beneficiaries, or to his estate; ex- 
eept, that if the person insured be a minor or mental 
incompetent, such benefits may be made payable to his 
parent, guardian, or other person actually supporting 
him; or if the entire cost of the insurance has been borne 
by the employer such benefits may be made payable to 
the employer. Provided, however, that the policy may 
provide that all or any portion of any indemniities pro- 
vided by such pohey on account of hospital, nursing, 
medical or surgical services may, at the insurer's option, 
be paid direetly to the hospital or person rendering such 
services; but the policy may not require that the service 
be rendered by a particular hospital or person. Payment 
so made shall discharge the insurer’s obligation with re- 
spect to the amount of insurance so paid. 
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CHAPTER 17 — 
CREDIT LIFE AND DISABILITY INSURANCE 


Section 392. Purpose. The purpose of this chapter is 
to promote the public welfare by regulating eredit life 
insurance and eredit disability insurance. Nothing in 
this chapter is intended to prohibit or discourage reason- 
able competition. The provisions of this chapter shall be 
liberally construed. 


Section 393. Short title, This chapter may be cited 
as ‘the model act for the regulation of credit life insur- 
ance and credit disability insurance.” 


Section 394. Seope of chapter. All life insurance and 
all disability insurance sold in connection with loans or 
other eredit transactions shall be subject to the provisions 
of this chapter except such insurance sold in connection 
with a loan or other credit transaction of more than five 
(5) years duration. 


Section 395. Definitions. For the purposes of this 
ehapter: (1) “‘Credit life insurance” means insurance 
on the life of a debtor pursuant to or 1n connection with 
a specific loan or other eredit transaction ; 


(2) ‘‘Credit disability imsurance’’ means insurance 
on a debtor to provide indemnity for payments becoming 
due on a specific loan or other credit transaction while 
the debtor is disabled as defined in the policy ; 


(3) ‘Creditor’? means the lender of money or vendor 
or lessor of goods, services, property, rights or privileges, 
for which payment is arranged through a credit tran- 
saction, or any successor to the right, title or imterest of 
such lender, yendor or lessor; 


(4) ‘‘Debtor’’ means a borrower of money or a pur- 
chaser or lessee of goods, serviees, property, rights or 
privileges for which payment Is arranged through a 

<= 
eredit transaction ; 


(5) ‘“Imdebtedness’? means the total amount payable 
by a debtor to a ereditor in connection with a loan or 
other eredit transaction. 


Section 396. Forms of credit life insurance and credit 
disability insurance. Credit life insurance and credit dis- 
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ability insurance shall be issued only in the following 
forms: 


(1) Individual policies of hfe tmsuranee issued to 
debtors on the term plan; 


(2) Individual policies of disability insurance issued 
to debtors on a term plan or disability provisions in in- 
dividual life policies to provide such coverage: 


(3) Group policies of life insuranee issued to ereditors 


previding insurance upon the Hves of debtors on the term 
plan; 


(4) Group policies of disability insurance issued to 
ereditors on a term plan insuring debtors, or disability 
provisions in group life policies to provide such coverage. 


Section 397. Amount of credit life insurance and 
credit disability insurance. (1) Credit life insurance: 
The amount of credit life insurance shall not exeeed the 
indebtedness. Where indebtedness repayable in substan- 
tially equal installments is secured by an individual policy 
of credit life insurance the amount of insurance shall not 
exceed the approximate unpaid indebtedness on the date 
of death and, where secured by a group policy of credit 
life insurance shall not exceed the exact amount of un- 
paid indebtedness on such date. Except, that agricultural 
loans not exceeding one year may be written up to the 
amount of the loan commitment on a nondecreasing or 
level term plan. 


(2} Credit disability insurance: The amount of peri- 
odic indemnity payable by credit disability insurance in 
the event of disability, as defined in the policy, shall not 
exceed the aggregate of the periodic scheduled unpaid 
installments of mdebtedness and shall not exceed the 


original indebtedness divided by the number of periodic 
installments. 


Seetion 398. Term of credit life insurance and credit 
disability insurance. The term of any credit life insur- 
ance or credit disability Imsurance shall, subject to ac- 
eeptance by the insurer, commence on the date when the 
debtor becomes obligated to the creditor; except that, 
where a group policy provides coverage with respect to 
existing obligations, the insurance on a debtor with re- 
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speet to such mdebtedness shall commence on the cffec- 
tive date of the policy. The term of such insurance shall 
not extend more than fifteen (15) days beyond the 
scheduled maturity date of the indebtedness except when 
extended without additional cost to the debtor. If the 
indebtedness is discharged due to renewal or refinancing 
prior to the scheduled maturity date, the insurance in 
force shall be terminated before any new lusurance may 
be issued in connection with the renewed or refinanced 
indebtedness. In all eases of termmation prior to sched- 
uled maturity, a refund shail be paid or eredited as pro- 
yided in section 402. 


Section 399. Provisions of policies and certificates of 
insurance; disclosure to debtors. (1) All credit hfe in- 
surance and eredit disability insurance sold shall be evi- 
denced by an individual policy, or in the case of group 
insurance by a certificate of insurance, which individual 
policy or group certificate of insurance shall be delivered 
to the debtor. 
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the debtor and setting forth the name and home office 
address of the insurer, the name or names of the debtor, 
the amount of payment by the debtor separately in con- 
nection with credit life insurance and credit disability 
insurance coverage, and a brief description of the cover- 
age provided or to be provided, shall be delivered to the 
debtor at the time such tmdebtedness is incurred. The 
copy of the appheation for, or notice of proposed insur- 
ance shall refer exclusively to insurance coverage, and 
shail be separate and apart from the loan, sale or other 
eredit statement of account, mstrument or agreement 
unless the information required by this section is prom- 
inently set forth therein. Upon approval of the applica- 
tion, if any, or acceptance of the imsurance and within 
thirty (30) days of the date upon which the mdebtedness 
is incurred, the insurer shall cause the individual policy 
or group certificate of insurance to be delivered to the 
debtor. The application or notice of proposed insurance 
shall state that, upon acceptance by the insurer, the in- 
surance shall become effective as of the date the in- 
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ne (2) Each individual policy or group ¢ ertifieate of debtedness is incurred. 
ca pees eredit life insurance, and credit disability insurance Section 401. Filing, approval and withdrawal of All forms to be 
shall, in addition to other requirements of law, set forth forms. (1) All policies, certificates of insurance, notices COPS: 
the name and home office address of the insurer, and the of proposed insurance, applications for insurance, bind- 
identity by name or otherwise of the person or persons ers, endorsements and riders shall be filed with the com- 
insured, the rate or amount of payment, if any, by the mission of the state in which the policy is issued. 
debtor separately in connection with credit life msurance 
and credit disability insurance, a description of the cov- (2) The commissioner may within thirty (30) days Soreness 
erages including any exceptions, limitations or restric- after the filing of all policies, certificates of insurance, for cause. 
tions, and shall state that the benefits shall be paid to notices of proposed insurance, applications for msurance, 
the creditor to reduce or extinguish the unpaid indebted- binders, endorsements and riders, in addition to other 
ness and, wherever the amount of insurance may exceed requirements of law, disapprove any such form if the 
the unpaid indebtedness, that any such eXcess shall be table of premium rates charged or to be charged appears 
payable to a beneficiary, other than the creditor, named by reasonable assumptions to be excessive in relation to 
by the debtor or to his estate. benefits or if it contains provisions which are unjust, 
time of detivery Section 400, Delivery of policy or certificate. (1) ee Ere DE eUSOUNZEe 
certificate. The individual policy or group certificate of msurance eres bee a 
shall be delivered to the insured debtor at the time the (3) If the commissioner notifies the insurer that the Use of 
indebtedness is incurred except as hereinaiter provided. form does not comply with this section, it is unlawful forms unlawful. 
Copy of (2) If the individual poliey or group certificate of pelegnnes sas ae insurer to eee aoa form. In ~— 
pravieions, insurance is not delivered to the debtor at the time the Such notice, the commissioner snali specily the reason Pearing 


for his disapproval and state that a hearing will be eee 
granted within twenty (20) days after request in writing 


indebtedness is incurred, a copy of the application for 
such policy or a notice of proposed insurance, signed by 
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by the insurer. No such policy, certificate of paaeker 
notice of proposed msurance, and no application, 7 . ; 
endorsement or rider, shall be issued or used un = ; 
expiration of thirty (30) days after it has been SO ale ; 
unless the commissioner gives his prior written approva 
thereto. 


The commissioner may, at any time after a meant: - 
which not less than twenty (20) days writen notice W 


1 ny s 7 h 
given to the insurer, withdraw his approval of any sue 
form on any of such grounds. 


(5) Jt is not lawful for the insurer to issue such 
forms or use them after the effective date of such with- 


drawal of approval. 


(6) Any order or final determination of the ues 
sioner under the provisions of this section shall be sub- 
ject to judicial review. 


Section 402. Premiums and refunds. ) vane aa 
surer issuing credit life insurance or credit eae ed - 
surance shall file with the commissioner its selie ules : 
premium rates for use in connection with such oe 
Any insurer may revise such schedules from time to time, 
and shall file such revised schedules with the iene 
sioner. No insurer shall issue any credit life asad 
policy or credit disability msurance policy for w oe 
premium rate exceeds that determined by the sche = 
of such insurer as then on file with the apap Hs 
The commissioner may require the filing of t e€ et u : 
of premium rates for use in connection ba asag a 
part of the specific policy filmgs as provided by sec 
401. 


(2) Hach individual policy, group certificate ws se 
of proposed insurance of eredit life ee an ae _ 
disability insurance shall provide that i ane e os 
termination of the insurance prior to the schedule sie 
turity date of the indebtedness, any refund of prem 


due shall be paid or eredited promptly to the person eu- 
titled thereto; provided, however, that the commissioner 


shall prescribe a minimum refund and no refund which 


would be less than such minimum need be made. saa 
formula to be used in computing refunds shall be filed 


with the commissioner. 
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{3) Ifa ereditor requires a debtor to make a payment 
in connection with eredit life insurance or credit dis- 
ability insurance and an individual policy or group cer- 
tificate of insurance is uot issued, the creditor shall im- 
mediately give wrjtten notice to such debtor and shall 
promptly make an appropriate credit to the account. 


Section 403. Issuance of policies. All policies of credit 
life msurance and credit disability insurance shall be 
delivered or issued for delivery in this state only by an 
insurer authorized to do an insurance business therein, 
and shall be issued only through holders of licenses or 
authorizations issued by the commissioner. 


Section 404. Claims. (1) All claims shall be promptly 
reported to the insurer or its designated claim represen- 
tative, and the insurer shail maintain adequate claim 
files. All claims shall be settled as soon as possible and 
in accordance with the terms of the insurance contract. 


(2) AJI claims shall be paid either by draft drawn 
upon the insurer or by check of the insurer to the order 
of the claimant to whom payment of the claim is due pur- 


suant to the policy provisions, or upon direction of such 
claimant to one specified. 


(3) No plan or arrangement shall be used whereby 
any person, firm or corporation other than the insurer 
or its designated claim representative shall be author- 
ized to settle or adjust claims. The creditor shall not be 
designated as claim representative for the insurer in 
adjusting claims; except, that a group policyholder may, 
by arrangement with the group insurer, draw drafts or 
checks in payment of claims due to the group policy- 
holder subject to audit and review by the insurer. 


Section 405. Existing insurance — Choice of insurer. 
When credit life insurance or credit disability insurance 
is required as additional security for any indebtedness, 


the debtor shall, upon request to the creditor, have the 
option of furnishing the required amount of insurance 
through existing policies of insurance owned or control- 
led by him or of procuring and furnishing the required 
coverage throngh any insurer authorized to transact an 
*nsurance business within this state. 
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Section 406. Enforcement. The commissioner may, 
after notice and hearing, issue such ruies and regulations 
as he deems appropriate for the supervision of this chap- 
ter. Whenever the commissioner finds that there has 
been a viclation of this chapter or any rules or regula- 
tions issued pursuant thereto, and after written notice 
thereof and hearing given to the insurer or other person 
authorized or licensed by the commissioner, he shall set 
forth the details of his findings together with an order 
for compliance by a specified date. Such order shall be 
binding on the insurer and other person authorized or 
licensed by the commissioner on the date specified un- 
less sooner withdrawn by the commissioner or a stay 
thereof has been ordered by a court of competent juris- 
diction. 


Section 407. Judicial review. Any party to the pro- 
ceeding affected by an order of the commissioner shall 
be entitled to judicial review by following the procedure 
set forth in section 44. 


Section 408. Penalties. In addition to any penalty 
provided by law, any person who violates an order of the 
commissioner after it has became final, and while such 
order is in effeet, shall, upon proof thereof to the satis- 
faction of the court, forfeit and pay to the State of Mon- 
tana a sum not to exceed two hundred and fifty dollars 
($250) which may be recovered in a civil action, except 
that if such violation is found to be wilful, the amount 
of such penalty shall be a sum not to exeeed one thou- 
sand dollars ($1,000). The commissioner, in his disere- 
tion, may revoke or suspend the license or certificate of 
authority of the person guilty of such violation. Such 
order for suspension or revoeation shall be subjeet to 
judicial review as provided in section 44. 


CHAPTER 18 — 
PROPERTY INSURANCE CONTRACTS 


Section 409. Measure of the indemnity, If there is no 
valuation in the policy, and unless a basis more favorable 
to the msured is provided for in the policy, the measure 
of indemnity in an insurance against fire is the expense, 
at the time that the loss is payable, of replacing the thing 
lost or injured, in the eondition in which it was at the 
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time of the injury ; but a valuation, fraudulent in faet 
entitles the insurer to rescind the contract. 


Section 410. Valued policy law. Whenever any policy 
of insurance shall be written to insure any improvements 
upon real property in this state against loss by fire 
tornado or lightning, and the property insured shall be 
wholly destroyed, without eriminal fault on the part of 
the insured or his assigns, the amount of insurance WTit- 
ten In such policy shall be taken conclusively to be the 
true value of the property insured, and the true amount 
of loss and measure of damages, and the payment of 
mohey as a premium for insurance shall be prima facie 
evidence that the party paying such insurance premium 
is the owner of the property insured; provided, that any 
msurance company may set up fraud in obtainine the 
poliey as a defense to a suit thereon. . 


CHAPTER 19 — 
CASUALTY INSURANCE CONTRACTS 


Section 411. Waiver of defense of sovereign immu- 
nity required. All contracts or policies of casualty in- 
surance covering State-owned properties or state risks 
must contain therein as a part thereof an agreement on 
the part of the insurer waiving all right to raise the de- 
fense of sovereign linmunity. No money shall be paid ont 
of the state treasury to any person, firm or corporation 
as a consideration or premium on any such policy or con- 
tract of casualty insurance unless the policy or contract 
contains such an agreement. : 


CHAPTER 20— SURETY INSURANCE CONTRACTS 


Section 412. Rights of surety insurer. A surety in- 
surer authorized as such mnder this code shall have the 
power to become the surety on bonds and undertakings 
required by law, subject to all the Tights and liabilities 
of private persons. This section shall not be deemed to 
limit in any way the powers, obligations and Habilities 
of such lsurers as provided for in other provisions of 
this code. 


Section 413. May be sole surety on official bonds, 
W henever any bond, undertaking, recognizance, or other 
obligation is by law, or the charter, ordinance, rules or 
regulations of any municipality, board, body, organiza- 
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tion or public officer, required or permitted to be made, 
given, tendered or filed, with surety or sureties, and 
whenever the performance of any act, duty or obligation, 
or the refraining from any act, is required or permitted 
to be guaranteed, such bond, undertaking, obligation, 
recognizance or guaranty may be executed by a surety 
insurer qualified to act as surety or guarantor as in this 
eode provided. Such execution by such insurer of such 
bond, undertaking, obligation, recognizance or guaranty 
shall be in all respects a full and complete compliance 
with every requirement of the law, charter, ordinance, 
rule or regulation, that such bond, undertaking, obliga- 
tion, recognizance or guaranty shall be executed by one 
surety or by one or more sureties, or that such surety 
shall be a resident, or householder, or freeholder, or either 
or both, or possessed of any other qualifications; and all 
courts, judges, heads of departments, boards, bodies, 
municipalities, and public officers of every character 
shall accept and treat accordingly such bond, undertak- 
ing, obligation, recognizance or guaranty when so exe- 
cuted by such insurer, as conforming to and fully and 
completely complying with every such requirement of 
every such law, charter, ordinance, rule or regulation. 


Section 414. Release from liability on official bonds. 
A surety insurer may be released from its liability on a 
bond referred to in section 413 of this chapter upon the 
same terms and conditions as are by law prescribed for 
the release of individual sureties. 


CHAPTER 21 — TITLE INSURANCE 


Section 415. Policy based on title evidence. (1) No 
title insurance policy as to property in this state shall be 
issued by any insurer unless based upon evidence of the 
condition of title certified in writing as of the date of the 
policy by some person, firm, or corporation holding a 
certificate of authority issued under section 66-2111, Re- 
vised Codes of Montana, 1947, to engage in the title ab- 
stracting business in the county in which the property is 
located; exeept, that this provision shall not apply as to 
title insurance policies issued upon the basis of an opinion 
of an attorney, duly authorized to practice law in this 
state, as to the condition of the title following a review 
by such attorney of pertinent title records or abstracts, 
and issued through a licensed title insurance agent who 
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was so licensed and was regularly procuring title insur- 


ance policies issued upon such basis up to the effective 
date of this code. 


( 2) An insurer issuing any policy in violation of this 
section 1s estopped, as a matter of law, to deny the valid- 
ity of the policy as to any claim or demand of the insured 
or assigns arising thereunder. 


Section 416. Rates filed with commissioner. (1) 
Every title insurer shall file with the Commissioner a 
complete schedule of risk rates to be charged by it for 
title insurance as to property located in this state. 


(2} No such rate shall be excessive, inadequate, or 
unreasonably discriminatory. 


(3) No title insurer shall charge any rate for such 


insurance other than the applicable rate 1 i 
iran p previously filed 
by it with the Commissioner. 


(4) Title insurers lawfully transacting business in this 
state on the effective date of this code shall comply with 
the provisions of this section within ninety (90) days 
thereafter. 


Section 417. Guaranty fund, investments of title in. 
Surer. A title insurer shall establish and maintain the 
guaranty fund required under section 91 of this code 
and may invest in necessary plant and equipment and in 
other investments as authorized under section 129. 


CHAPTER 22—ORGANIZATION AND CORPORATE 
PROCEDURES OF STOCK AND MUTUAL INSURERS 


Section 418. Scope of chapter. This chapter shall 
apply only to domestic stock insurers and domestic mu- 
tual insurers transacting, or proposing to transact, insur- 
ance on the cash premium or legal reserve plan, except 
that sections 431 (membership in mutuals) and 449 (2) 
(non-assessable policies, mutual insurers) shall also apply 
to foreign and alien insurers. 


Section 419. ‘‘Stock’’ insurer defined. A domestic 
ff oo 2 . : 

stock jnsurer 18 an mecorporated insurer with capital 
divided into shares and owned by its stockholders. 


é 


. Section 420. ‘‘Mutual’’ insurer defined. A domestic 
Sake ; : 
mutual’’ insurer is an incorporated insurer without capi- 
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tal stock, and the governing body of which is elected by 
the policyholders. 


Section 421. Applicability of general corporation stat- 
utes. 


The applicable laws of this state as to domestic corpo- 
rations formed for profit shall apply as to domestic stock 
insurers and domestic mutual insurers, except where in 
conflict with the express provisions of this code and the 
reasonable implications of such provisions. 


Section 422. Incorporation. (1) This section applies 
to stock and mutual insurers hereafter incorporated m 
this state. 


(2) Ineorporators. Five (5) or more individuals, 
none of whom are less than twenty-one (21) years of 
age, may incorporate a stock insurer; ten (10) or more 
of such individuals may incorporate a mutual insurer. 
At least a majority of the incorporators shall be citizens 
of the United States. At least a majority of the meorpo- 
rators shall be residents of this state. 


(3) Articles of imeorporation. The incorporators shall 
execute articles of incorporation in quadruplicate and ac- 
knowledge their execution thereof in the same manner 
as provided by law for the acknowledgment of deeds. 
The articles of incorporation shall state the purpose for 
which the corporation is formed and shall show: 


(a) The name of the corporation; if a mutual, the 
word ‘‘mutual’’ must be a part of the name. An alterna- 
tive name or names may be specified for use in jurisdic- 
tions wherein conflict of name with that of another 1n- 
surer or organization might otherwise prevent the ecorpo- 
ration from being authorized to transact Insurance there- 
in. 

(b) 
petual. 


The duration of its existence, which may be per- 


(c) The kinds of insurance, as defined in this ecde, 
which the corporation is formed to transact. 


(d) If a stock corporation, its authorized capital 
stock, the number of shares of common stock into which 
divided, the par value of each such share, which par value 
shall be at least one dollar ($1}. Shares without par 


—972Z— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


value, or other than one class of voting common stock, 
shall not be authorized. The articles of incorporation 
may limit or deny present or future stockholders pre- 
emptive or preferential rights to acquire additional issues 
of the stock, or bonds, debentures or other obligations 
convertible into stock, of the corporation, subject to the 
constitution and laws of Montana fixing the required 
representation and proportion of outstanding capital stock 
required to be represented and voted, for specified action, 


at any and all corporate meetings, elections, votes or con- 
sent proceedings. 


(e) Ifa stock corporation, the extent, if any, to which 
shares of its stock are subject to assessment. 


(f) If a stock corporation, the number of shares sub- 
seribed, if any, by each inecorporator. 


(g) Ifa mutual corporation, the maximum contingent 
liability of its members, other than as to nonassessable 
policies, for payment of losses and expenses incurred ; such 
liability shall be stated in the articles of ineorporation, 
but shall not be less than one (1) nor more than six (6) 
times the premium for the member’s policy at the annual 
premium rate for a term of one (1) year. 


(h) The minimum, not less than five (5), and the 
maximum, not more than twenty-one (21), number of 
directors who shall constitute the board of directors and 
conduct the affairs of the corporation; also, the names, 
addresses and terms of the members of the initial board 
of directors. The term of office of initial directors shall 


be for not more than one (1) year after the date of in- 
corporation. 


(i) The name of the county, and the eity, town or 
place within the county, in which its principal office or 
principal place of business is to be located in this state. 


(j) Such other provisions, not inconsistent with law, 
deemed appropriate by the incorporators. 


(k) The name and residence address of each incorpo- 
rator, and the citizenship of each incorporator who is not 
a citizen of the United States. 


Section 423. 


Articles of incorporation, filing and ap- 
proval. 
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(1) The incorporators of a proposed domestic imsurer 
shall deliver the quadruplicate originals of the articles 
of ineorporation to the Commissioner together with the 
filing fees therefor specified in section 45. The commis- 
sioner shall submit the quadruplicate originals of the pro- 
posed articles of incorporation to the attorney general 
for examination. If the attorney general finds that the 
articles comply with this chapter, and are not In conflict 
with the constitution and laws of the United States or of 
this state, he shall so certify and return such certificate 
and all sets of the articles to the commissioner. 


(2) When the articles of incorporation have been ap- 
proved by the attorney general, the commissioner shall 
also endorse his approval upon each set of the articles; 
except, that if the Commissioner finds that the proposed 
insurer would not be eligible for a certificate of authority 
under section 53 of this code (management and affilia- 
tions), he shall refuse to approve the articles of ineorpora- 
tion, and shall return them to the proposed incorporators 
tovether with a written statement of the reasons for such 
refusal. If approved by him, the Commissioner shall then 
forward the articles of incorporation with his approval 
endorsed thereon, together with the certificate of the 
attorney general, to the incorporators. The incorporators 
shall forthwith file one set of the articles of incorpora- 
tion with the secretary of state, one set with the commis- 
sioner bearing the certification of the secretary of state, 
ane set with the county clerk of the county wherein is 
to be located the corporation’s principal place of business, 
and the remaining set of articles and the certificate of the 
attorney general shall be made a part of the corporation's 
record. 


(3) If the attorney general finds that the proposed 
articles of incorporation do not comply with law, he shall 
refuse to approve the same, and shal] return the quadru- 
plicate sets thereof to the commissioner, together with a 
written statement of the reasons for his refusal to approve. 
The commissioner shall return all sets of the proposed 
articles of incorporation to the proposed incorporators to- 
gether with the written statement of the attorney general. 


(4) The corporation shall have leva] existence as such 
upon the issuance of the certificate of incorporation by 
the secretary of state and the completion of the filings 
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referred to in subsection (2) above, but it shall not trans- 
act business as an insurer until it has qualified for and 
received from the commissioner a certificate of authority 
as provided in this code. 


(5) A eopy of the certificate of incorporation, duly 
certified by the secretary of state, shall be admissible in 
all the courts of this state as prima facie evidence of due 
incorporation. 


Section 424. Amendment of articles of incorporation. 
(1} A domestic stock msurer may amend its articles of 
incorporation for any lawful purpose by written authori- 
zation of the holders of a majority of the voting power 
of its outstanding capital stock or by affirmative vote of 
such a majority voting at a lawful meeting of stockhold- 
ers of which the notice given to stockholders included due 
notice of the proposal to amend. 


(2) A domestic mutual insurer heretofore or hereafter 
formed may amend its articles of mcorporation for any 
lawful purpose by affirmative vote of a majority of those 
of its members present or represented by proxy at a law- 
ful meeting of its members of which the notice given 
members included due notice of the proposal to amend. 


(3) Upon adoption of such an amendment the insurer 
shall make in quadruplicate under its corporate seal a 
certificate (sometimes referred to as ‘‘articles of amend- 
ment’’) setting forth such amendment and the date and 
manner of the adoption thereof, which certificate shall be 
executed by the insurer’s president or vice-president and 
secretary or assistant secretary and acknowledged by 
them before an officer authorized by law to take acknowl- 
edgments of deeds. The insurer shall deliver to the com- 
missioner the quadruplicate origimals of the certificate, 
together with the filing fee specified therefor in section 
45. If he finds that the certificate and amendments com- 
ply with law, the commissioner shall endorse his approval 
upon each of the quadruplicate originals and return them 
to the insurer. The insurer shall forthwith file one set 
of such endorsed articles of amendment with the secre- 
tary of state, one set with the commissioner bearing the 
certification of the secretary of state, one set with the 
county clerk of the county in which Is located the insur- 
er’s principal place of business, and retain the remaining 
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set in the corporate records. The amendment shall be 
effective when such filings have been completed. 


(4) If the commissioner finds that the proposed 
amendment or certificate does not comply with the law, 
he shall not approve the same, and shall return the 
quadruplicate certificate of amendment to the insurer to- 
gether with his written statement of reasons for non- 
approval. The filing fee shall not be returnable. 


(5) If an amendment of articles of incorporation would 
reduce the authorized capital stock of a stock imsurer 
below the amount thereof then outstanding, the commis- 
sioner shall not approve the amendment if he has reason 
to believe that the interests of policyholders or creditors 
of the insurer would be matertally prejudiced by such 
reduction. If any such reduction of capital stock is ef- 
fectuated the insurer may require return of the original 
certificates of stock held by each stockholder for ex- 
change for new certificates for such number of shares as 
such stockholder is then entitled in the proportion that 
the reduced capital bears to the amount of capital stock 
outstanding as of immediately prior to the effective date 
of such reduction. 


Section 425. Initial qualifications—Domestic mutuals. 
(1) When newly organized, a domestic mutual insurer 
may be authorized to transact any one of the kinds of in- 
surance listed in the schedule contained in subsection (2) 
of this section. 


(2) When applying for an original certificate of au- 
thority, the insurer must be otherwise qualified therefor 
under this code, and must have received and aecepted 
bona fide applications as to substantial insurable sub- 
jects for insurance coverage of a substantial character 
of the kind of insurance proposed to be transacted, must 
have eolleeted in eash the full premium therefor at a 
rate not less than that usually charged by stock insurers 
for comparable coverages, must have surplus funds on 
hand and deposited as of the date such insurance cover- 
ages are to become effective, or, in lieu of such applica- 
tions, premiums and surplus, may deposit surplus, all m 
accordance with that part of the following schedule 
which applies to the one kind of insurance the imsurer 


proposes to transact: 
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annual 


500 
500 


Life (i) 


$100,000 


$ 50,000 


25 
(weekly 
indem, ) 


$ 


(weekly 
indem.) 


quarterly 


500 


Disability (it) 
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$100,000 
& 


3,000 


$ 


100 250 annual $1,000 
$1,000 


250 


Property (iit) 


200,000 


‘ 
_ 


$150,000 


$10,000 


annual 


500 


Casualty (iv) 


With workmen’s 
compensation 


1,500 quarterly $1,000 $10,000 $200,000 $300,000 


250 
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The following provisos are respectively applicable te 
the foregoing schedule and provisions as indicated by 
like roman numerals appearing 1n such schedule: 


(i) No group insurance or term policies for terms of 
less than ten (10) years shall be included. 


(ii) No group, blanket or family plans of oe 
shall be included. In leu of weekly indemnity a : e 
premium value in medical, surgical and hospital Seared 
may be provided. Any accidental death or saa er- 
ment benefit provided shall not exceed twenty-five hun- 
dred dollars ($2,500). 


(iii) Only insurance of the owner’s interest in real 
property may be ineluded. 


(iv) Must include insurance of legal liability for 
bodily injury and property damage, to which the maxi- 
mum and minimum insured amounts apply. 


(vy) The- maximums provided for in this column (f) 
are net of applicable reinsurance. 


i in the amount specified 
vi) The deposit of surplus in t pec. 
in Cee (g) and (h) must thereafter be Saar 
unimpaired. The deposit is subject to the provisions 0 
chapter 7 of this code (administration of deposits). 


Section 426. Formation of mutual insurer — Bond. 
(1) Before soliciting any applications for iguranes. aa 
quired under section 425 as qualification for the oe 
certificate of authority, the incorporators of the aan 
insurer shall file with the commissioner a as e 
surety bond in the penalty of fifteen thousand ae ars 
($15,000), in favor of the state and for the use an sae 
fit of the state and of applicant members and eredk or 
of the corporation. The bond shall be conditioned as 


follows: 

(a) For the prompt return to applicant members of 
all premiums collected in advance; 

(b) For payment of all indebtedness of the corpora- 
tion; and | 

(e) For payment of costs incurred by the state In 


event of any legal proceedings for liquidation or dis- 
solution of the corporation, all in the event the corpora- 
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tion fails to complete its organization and secure a cer- 
tifieate of authority within one year from after the date 
of its certificate of incorporation. 


(2) In Heu of such bond, the incorporators may de- 
posit with the commissioner fifteen thousand dollars 
($15,000) in eash or Untted States government bonds, 
negotiable and payable to the bearer, with a market 
value at all times of not less than fifteen thousand dol- 
lars, ($15,000) to be held in trust upon the same condi- 
tions as required for the bond. 


(3) Any such bond filed or deposit or remaining por- 
tion thereof held under this section shall be released and 


discharged upon settlement and termination of all habili- 
ties against it. 


Section 427. Applications for insurance in formation 
of mutual imsurer. (1) Upon receipt of the commis- 
sioner’s approval of the bond or deposit as provided in 
section 426, the directors and officers of the proposed 
domestic mutual insurer may commence solicitation of 
such requisite applications for insurance policies as they 
may accept, and may receive deposits of premiums 
thereon. 


(2) All such applications shall be in writing signed 
by the applicant, covering subjects of insurance resi- 
dent, located or to be performed in this state. 


(3) <All such applications shall provide that: 


{a} Issuance of the policy is contingent upon the in- 
surer qualifying for and reeeiving a certificate of au- 
thority: 


(b) No insurance is in effect unless and until the 
certificate of authority has been issued; and 


(c} The prepaid premium or deposit, and member- 
ship or poliey fee, if any, shall be refunded in full to 
the applicant if organization is not completed and the 
certificate of authority is not issued and received by the 
insurer before a specified reasonable date which date 
shall be not later than one year after the date of the 
certificate of incorporation. . 


(4) All qualifying premiums collected shall be in 
cash. 
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(5) Solicitation for such qualifying applicants for in- 
surance shall be by licensed agents of the corporation, 
and the commissioner shall, upon the corporation Ss appli- 
cation therefor, issue temporary agent's licenses explr- 
ing on the date specified pursuant to subdivision (c) 
above to individuals qualified as for a resident agent's 
license except as to the taking or passing of an exam- 
ination. The commissioner may suspend or revoke any 
such license for any of the causes and pursuant to re 
same procedures as are applicable to suspension or revo- 
cation of licenses of agents in general under chapter 8 
of this code. 


Section 428. Formation of mutuals — Trust deposit of 
premiums — Issuance of policies. (1) All sums collected 
by a domestic mutual corporation as premuums or fees 
on qualifying applications for imsurance therein shall ae 
deposited in trust in a bank or trust company 1 this 
state under a written trust agreement consistent with 
this section and with section 427 (3) (e}. The corpora- 
tion shall file an executed copy of such trust agreement 
with the commissioner. 


(2) Upon issuance to the eorporation of a certificate 
of authority as an insurer for the kind of insurance for 
which such applications were solicited, all funds so held 
in trust shall become the funds of the insurer, and AME 
insurer, shall thereafter in due course issue and deliver 
its policies for which premiums had been paid and ea 
cepted. The insurance provided by such policies shall e 
effective as of the date of the certificate of authority or 
thereafter as provided by the respective policies. 


Section 429. Formation of mutuals — Failure to 
qualify. If the proposed domestic insurer fails to com- 
plete its organization and to secure its original certifi 
eate of authority within one year from and after date 
of its certificate of incorporation, its corporate powers 
shall cease, and the commissioner shall return or cause 
to be returned to the persons entitled thereto all advance 
deposits or payments of premiums held in trust under 
section 428. 


Section 430. Additional kinds of insurance, mutuals. 
A domestic mutual insurer, after being authorized to 
transact one kind of msurance, may be authorized by the 
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commissioner to transact such additional kinds of in- 
surance as are permitted under section 51, while other- 
wise in compliance with this code and while maintaining 
unimpaired surplus funds in an amount not less than the 
amount of paid-in capital stock required of a domestic 
stock insurer transacting like kinds of insurance, sub- 
ject further to the additional expendable surplus require- 
ments of section 53 applicable to such a stock insurer. 


Section 431. Membership in mutuals. (1} Hach 
policyholder of a domestic mutual insurer, other than of 
a reinsurance contract, is a member of the insurer with 


all rights and obligations of such membership, and the 
policy shall so specify. 


(2) Any person, government or governmental agency, 
state or political subdivision thereof, public or private 
corporation, board, association, firm, estate, trustee or 
fiduciary may be a member of a domestic, foreign, or 
alien mutual insurer. Any officer, stockholder, trustee 
or legal representative of any such corporation, board, 
association or estate may be recognized as acting for or 
on its behalf for the purpose of such membership, and 
shall not be personally liable upon any contract of insur- 
ance for acting in such representative capacity. 


(3) Any domestic corporation may participate as a 
member of a mutual insurer as an incidental purpose for 
whieh sueh corporation is organized, and as much granted 
as the rights and powers expressly conferred. 


Section 432. Bylaws of mutual. (1) A domestic 
mutual insurer shall have bylaws for the governing of 
its affairs. The initial board of direetors of the insurer 
shall adopt original bylaws, subject to the approval of 
the imsurer’s members at the next succeeding meeting. 


The members shall have power to make, modify and 
revoke bylaws. 


(2} The bylaws shall provide: 


{a) That each member is entitled to one vote upon 
each matter coming to a yote at meetings of members; 
or to more votes in accordance with a reasonable classi- 
fication of members as set forth in the bylaws and based 
upon the amount of insurance in force, number of poli- 
cies held or upon the amount of the premiums paid by 
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such member, or upon other reasonable factors. A mem- 
ber shall have the right to vote in person or by his written 
proxy. No such proxy shall be made irrevocable or for 
longer than a reasonable period of time; 


(b) For election of directors by the members, and 
the number, qualifications, terms of office and powers 
of directors; 


{ec} The time, notice, quorum, and conduct of annual 
and special meetings of members and yoting thereat. 
The bylaws may provide that the annual meeting shall 
be held at a place, date and time to be set forth in the 
poliey and without giving other notice of such meeting; 


(d) The number, designation, election, terms and 
powers and duties of the respective corporate officers; 


(e) For deposit, custody, disbursement and aceount- 
ing as to corporate funds; 


{f) For any other reasonable provisions customary, 
necessary or convenient for the management or regula- 
tion of its corporate affairs. 


(3} No provision in the bylaws for determining a 
quorum of members at any meeting thereof of less than 
a majority of all the imsurer’s members shall be effec- 
tive unless approved by the commissioner. This sub- 
section shall not effect any other provision of law re- 
quiring vote of a larger percentage of members for a 
specified purpose. 


{4} The insurer shall promptly file with the commis- 
sioner a copy, certified by the insurer’s secretary, of its 
bylaws and of every modification thereof or addition 
thereto. The commissioner shall disapprove any bylaw 
provision deemed by him to be unlawful, unreasonable, 
inadequate, unfair or detrimental to the proper interests 
or protection of the insurer’s members or any class there- 
of. The insurer shall not, after receiving written notice 
of such disapproval and during the existence thereof, 
effectuate any bylaw provision so disapproved. 


Section 433. Bylaws of stock insurer; modification. 
Any bylaw so adopted at any meeting of stockholders 
of a domestic insurer shall not be modified or revoked 
except by the stockholders at a subsequent meeting un- 
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less the bylaws as adopted or amended by the stock- 
holders grants authority to the board of directors to re- 
voke or modify bylaw provisions; but the board of di- 
rectors shall not so revoke or modify any bylaw relating 
to the qualificatidns, election, terms, or compensation of 
directors, or to the calling or notice of meetings of stock- 
holders. Any revocation or modification of bylaws made 
by the directors under this provision shall be presented 
at the next following meeting of stockholders for the 
information of the stockholders. 


Section 434. Meetings of stockholders or members. 


(1) Meetings of stockholders or members of a domes- 
tic insurer shall be held in the eity or town of its prin- 
cipal office or place of business in this state. 


(2) No meeting of stockholders or members shall 
amend the insurer’s articles of incorporation unless the 


proposal so to amend was included in the notice of the 
meeting, 


(3) Each imsurer shall, during the first six (6) 
months of each calendar year, hold the annual meeting 
of its stockholders or members, to fill vacancies existing 
or occurring in the board of directors, receive and con- 
sider reports of the imsurer’s officers as to its affairs 
and transact such other business as may properly be 
brought before it. Not less than twenty (20) days notice 
shall be given of such meeting in the manner provided 
in the bylaws, except where notice of the annual meet- 
ing of a mutual insurer is contained in its policies. 


(4) Special meetings of the stockholders or members 
may be called at any time for any purpose by the board 
of directors, upon not less than ten days notice as pro- 
vided in the bylaws. The notice shail state the purpose 
of the meeting, and no business shall be transacted at 
the meeting of which notice was not so given. 


(5) If more than fifteen (15} months are allowed 
to elapse without an annual stockholders’ or members’ 
meeting being held, any stockholder or member may 
call such a meeting to be held. At any time, upon written 
request of any director, or of any stockholders or mem- 
bers holding in the aggregate one-fifth of the voting 
power of all stockholders or members, it shall be the duty 
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of the secretary to call a special meeting of stockholders 
or members to be held at such time as the secretary may 
fix, not less than ten (10) nor more than thirty (380) 
days after the receipt of the request. If the secretary 
fails to issue such eall, the director, stockholders or 
members making the request may do so. 


(6) A stockholders’ or members’ meeting duly held 
ean be organized for the transaction of business when- 
ever a quorum is present. Exeept as otherwise provided 
by law or the articles of ineorporation: 


(a) The presence, in person or by proxy, of the 
holders of a majority of the voting power of all stoek- 
holders or of all members shall constitute a quorum; 


(b) The stockholders or members present at a duly 
organized meeting can continue to do business until ad- 
journment, notwithstanding the withdrawal of enough 
stockholders or members to leave less than a quorum; 


(ec) If any necessary officer fails to attend such meet- 
ing, any stockholder or member present may be eleeted 
to act temporarily in leu of any such absent officer; 


(d) If a meeting cannot be organized because a 
quorum has not attended, those preseut may adjourn 
the meetmg to such time as they may determine, but in 
the case of any meeting called for the election of any 
director the adjournment must be to the next day and 
those who attend the second of such adjourned meetings, 
although less than a quorum as fixed in this section or 
in the articles of incorporation, shall nevertheless con- 
stitute a quorum for the purpose of electing any director; 
and 


{e) An annual or special meeting of stockholders or 
members may be adjourned to another date without new 
notice being given. 


Section 485. Proxies. (1} Every proxy of a stock- 
holder of an insurer, unless coupled with an interest, 
shall be revocable at will and this provision cannot be 
waived. The validity of every unrevoked proxy shall 
cease eleven (11) months after the date of its execution 
unless some other definite period of validity is expressly 
provided therein, but in no event shall a proxy, unless 
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coupled with an interest, be voted on after three (3) 
years from the date of its execution. 


(2) The revocation of a proxy shall not be effective 
until notice thereof has been given to the secretary of 
the insurer. ; 


Section 436. Corrupt practices — Penalty, No person 
shall buy or sell or barter a vote or proxy, relative to 
any meeting of stockholders or members of an insurer, 
or engage in any corrupt or dishonest practice in or rela- 
tive to the conduct of any such meeting. Violation of 
this section shall be punishable as provided in section 
17 of this code. 


Section 437. Directors; number, election. (1) The af- 
fairs of every domestic insurer shall be managed by the 
number of directors fixed in the insurer's bylaws, whieh 
shall not be less than five (5) nor more than twenty-one 
(21) directors. " 


(2) Directors must be elected from and by the mem- 
bers or stockholders of a domestic Insurer, except as 
provided in section 438 of this chapter, at such time and 


place, and for such terms, not exceeding three (3) years, 


as may be provided in the insurer’s bylaws. 


(3) The term of a director shall extend until his sue- 
cessor has been elected and has qualified. 


Section 438. Participation of policyholders in election 
of directors of stock insurer. The bylaws of a domestic 
stock life insurer may proyide a plan for its policyholders 
to participate with stockholders in the eleetion of its 
directors. 


Section 439. Bond of officers of mutual. (1) The 
president, secretary and treasurer of every mutual in- 
surer shall each file with the commissioner and there- 
after maintain in foree so long as he is such an officer, 
a fidelity bond in the sum of ten thousand dollars ($10,- 
000) issued by an authorized corporate surety in favor 
of the insurer. In lieu of individual bonds, all such of- 
ficers may be covered under a blanket bond for the same 
respeet amounts, and which blanket bond shall likewise 
be filed with the commissioner. 
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(2) The premium for the bond shall be payable by 
the insurer. 


(3) No such bond shall be subject to cancellation ex- 
cept upon written notice to both the insurer and the 
commissioner, delivered not less than thirty (80) days 
in advance of the effective date of such cancellation. 


(4) The insurer shall provide for the bonding by au- 
thorized corporate surety of all other officers in any 
way responsible for the handling of the funds of the 
insurer. 


(5) This section shall not be deemed to limit the 
amount of bonded protection which the insurer may 
earry as to any officer. 


Section 440. Prohibited pecuniary interest of vfficials. 
(1) Any officer or director, or any member of any eom- 
mittee or an employee of a domestie insurer who is 
charged with the duty of investing or handling the in- 
surer’s funds shall not deposit or invest such funds ex- 
cept in the insurer’s corporate name; shall not borrow 
the funds of such insurer; shall not be pecuniarily inter- 
ested in any loan, pledge of deposit, security, investments, 
sale, purchase, exchange, reinsurance, or other similar 
transaction or property of such insurer except as a stock- 
holder cr member; shall not take or receive to his own 
use any fee, brokerage, commission, gift, or other con- 
sideration for or on aceount of any such transaction made 
by or on behalf of such insurer. 


(2) No insurer shall guarantee any financial obliga- 
tion of any of its officers or directors. 


(3) This section shall not prohibit such a director 
or officer, or member of a committee or employee from 
beeoming a policy holder of the insurer and enjoying 
the usual rights so provided for its policyholders. 


(4) The commissioner may, by regulations from time 
to time, define and permit additional exceptions to the 
prohibition contained in subsection (1) of this section 
solely to enable payment of reasonable compensation to 
a director who is not otherwise an officer or employee 
of the insurer, or to a corporation or firm in which a 
direetor is interested, for necessary services performed 
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or sales or purchases made to or for the insurer in the 
ordinary course of the insurer’s business and in the usual 
private professional or business capacity of such director 
or such corporation or firm. 


Section 441. Management and exclusive agency con- 
tracts. (1) No domestic insurer shall make any contract 
whereby any person is granted or is to enjoy in fact the 
management of the insurer to the substantial exclusion 
of its board of directors, or to have the controlling or 
pre-emptive right to produce substantially all insurance 
business for the insurer, unless the contract is filed with 
and approved by the commissioner. The contract shall 
be deemed approved unless disapproved by the commis- 
sioner within twenty (20) days after date of filing, sub- 
ject to such reasonable extension of time as the commis- 
sioner may require by notice given within such twenty 
(20) days. Any disapproval shall be delivered to the 
insurer in writing, stating the grounds therefor. 


(2) The commissioner shall disapprove any such con- 
tract if he finds that it: 


(a) Subjects the insurer to excessive charges; or 


(b) Is to extend for an unreasonable leneth of time; 
or 


(ec) Does not contain fair and adequate standards of 
performance; or 


(d) Contains other inequitable provision or provisions 
which impair the proper interests of stockholders or 
members of the insurer. 


Section 442. Home office and records; penalty for 
unlawful removal of records. {1} Every domestic in- 
surer shall have and maintain its prineipal place of busi- 
ness and home office in this state, and shall keep therein 
complete records of its assets, transactions, and affairs 
in accordance with such methods and systems as are 
customary or suitable as to the kind or kinds of insur- 
ance transacted. . 


{2) Every domestic insurer shall have and maintain 
its assets in this state, except as to: 


(a) Real property and personal property appurtenant 
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thereto lawfully owned by the insurer and located out- 
side this state, and 


(b) Such property of the insurer as may be custom- 
ary, necessary, and convenient to enable and facilitate 
the operation of its branch offices and ‘‘regional home 
offices’’ located outside this state as referred to in sub- 
section (4) below. 


(3) Removal of all or a material part of the records 
or assets of a domestic insurer from this state except 
pursuant to a plan of merger or consolidation approved 
by the commissioner under this code, or for such reason- 
able purposes and periods of time as may be approved 
by the commissioner in writing in advance of such re- 
moval, or concealment of such reeords or assets or ma- 
terial part thereof from the commissioner, is prohibited. 
Any person who removes or attempts to remove such 
records or assets or such material part thereof from the 
home office or other place of business or of safekeeping 
of the insurer in this state with the intent to remove the 
same from this state, or who conceals or attempts to 
conceal the same from the commissioner, in violation of 
this subsection, shall upon conviction thereof be guilty 
of a felony, punishable by a fine of not more than ten 


‘thousand dollars ($10,000) or by imprisonment in the 


penitentiary for not more than five (5) years, or by 
both such fine and imprisonment in the discretion of 
the court. Upon any removal or attempted removal of 
such records or assets or upon retention of such records 
or assets or material part thereof outside this state, be- 
yond the period therefor specified in the commissioner’s 
consent under which the records were so removed thereat, 
or upon concealment of or attempt to conceal records 
or assets in violation of this section, the commissioner 
may institute delingueney proceedings against the in- 
surer pursuant to the provisions of chapter 26 of this 
code. 


(4) This section shall not be deemed to prohibit or 
prevent an insurer from: 


(a) Bstablishing and maintaining branch offiees or 
“‘regional home offices’’ in other states where necessary 
or convenient to the transaction of its busimess and keep- 
ing therein the detailed records and assets customary 
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and necessary for the servicing of its insurance in force 
and affairs in the territory served by such an office, as 
long as such records and assets are made readily avail- 


able at such office for examination by the commissioner 
at his request. 


(b) Having, depositing or transmitting funds and 
assets of the insnrer in or to jurisdictions outside of this 
State as reasonably and customarily required in the Teg- 
ular course of its business, 


(e) Making deposits under custodial arrangements 
as provided by section 135 (3) of this code. 


Section 443. Vouchers for expenditures. (1) No in- 
surer shall make any disbursement of one hundred dol- 
lars ($100) or more, unless evidenced by a voucher cor- 
rectly describing the consideration for the payment and 
supported by a check or receipt endorsed or signed by 
or on behalf of the person receiving the money. ; 


(2) Ifthe disbursement is for services and reimburse- 


ment, the voucher shall describe the services and expen- 
ditures. 


(3) If the disbursement is in connection with any 
matter pending before any legislature or public body or 
before any public official, the voucher shall also cor. 
rectly describe the nature of the matter and of the in- 
surer’s interest therein, 


(4) Ifa voucher cannot be obtained, the expenditure 
referred to in subsection (1) above shall be evidenced 
by an affidavit in which is set forth the character and 
object of the expenditure and the reasons for not obtain- 
ing a voucher therefor. 


Section 444. Agreement not to sell property prohi- 
bited. No insurer shall enter into any agreement to with- 
hold from sale any of its property. Disposition of an 


insurer ’s property shall be at all times within the control 
of its board of directors. 


Seetion 445. Solicitations in other states. (1) No 
domestic insurer shall knowingly solicit insurance busi- 


ness In any reciprocating state in which it is not then 
licensed as an authorized insurer. 


—$89— 


CHAPTER 286 


Funds in other 
jurisdictions, 


Deposits. 


Vouchers for 
expenditures. 


Required 
Provisions. 


Affidavit 
for voucher. 


Agreements 
net to seli 
property 
prohibited. 


Solicitation of 
insurance— 
other states. 


CHAPTER 286 


Advertising 
penmnitted. 


Reciprocating 
states. 


“Reciprocating” 
defined. 


Violation. 


Contingent 
liability— 
mutual members. 


Termination. 


Not an asset. 


Levy of 
assessment. 


SESSION LAWS 


(2) This section shall not prohibit advertising 
through publication and radio, television aud other 
broadcasts originating outside such reciprocating state, 
if the insurer is licensed in a majority of the states in 
which such advertising is disseminated, and if such 
advertising is not specifically direeted to residents of 
such reciprocating state. 


(3) This section shall not prohibit insurance, cover- 


_ ing persons or risks located in a reciprocating state, 


under contracts solicited and issued in states in which 
the insurer is then licensed. Nor shall it prohibit in- 
surance effectuated by the insurer as an unauthorized in- 
surer in accordance with the laws of the reciprocating 
state. 


(4) A ‘‘reciprocating’’ state, as used herein, is one 
under the laws of which a similar prohibition is imposed 
upon and enforced against insurers domiciled in. that 
state. 


(5) The commissioner shall suspend or revoke the 
certificate of authority of a domestic insurer found by 
him, after a hearing, to have violated this section. 


Section 446. Contingent liability of mutual members. 
(1) Each member of a domestic mutual insurer shall, 
except as otherwise hereinafter provided with respect 
to nonassessable policies, have a contingent lability, pro 
rata and not one for another, for the discharge of its 
obligations, which contingent liability shall be expressed 
in the policy and be in such maximum amount as is 
specified in the insurer’s articles of incorporation. 


(2) Termination of the policy of any such member 
shall not relieve the member of contingent liability for 
his proportion, if any, of the obligations of the insurer 
which accrued while the poliey was in force. 


{8} Unrealized contingent liability of members does 
not constitute an asset of the insurer in any determina- 
tion of its financial condition. 


Section 447. Levy of contingent liability. (1) If at 
any time the assets of a domestic mutual insurer are 
less than its liabilities and the minimum amount of sur- 
plus required to be maintained by it by this code for 
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authority to transaet the kinds of insurance being tran- 
sacted, and the deficiency is not eured from other sources, 
its directors shall levy an assessment only upon its mem- 
bers who held policies providing for contingent liability 
at any time within the twelve (12) months preceding 
the date notice of such assessment was mailed to them, 
and such members shall be liable to the insurer for the 
amount so assessed, 


(2} The assessment shall be for such an amount as 
is required to eure such deficiency and to provide a 
reasonable amount of working funds above such minimum 
amount of surplus, but such working funds so provided 
shall not exceed five percent (5%) of the msurer’s li- 
abilities as of the date as of which the amount of such 
deficiency was determined. 


(3) In levying an assessment upon a policy providing 
for contingent liability, the assessment shall be computed 
on the basis of the premiums earned on such policy dur- 
ing the period to which the assessment relates. 


(4) No member shall have an offset against any 
assessment for which he is liable, on account of any 
claim for unearned premium or loss payable. 


(5) <As to life insurance, any part of such an assess- 
ment upon a member which remains unpaid following 
notice of assessment, demand for payment, and lapse of 
a reasonable waiting period as specified in such notice, 
may, tf approved by the commissioner as being in the 
best interests of the insurer and its members, be secured 
by placing a lien upon the cash surrender values and 
accumulated dividends held by the insurer to the credit 
of such member. 


Section 448. Enforcement of contingent liability. (1) 
Any assessment made by an insurer under section 447 
or 457 of this chapter shall be deemed to be prima facie 
correct. The amount of such assessment to be paid by 
each member as determined by the insurer shall be 
deemed to be likewise prima facie correct. 


(2) The imsurer shall notify each member of the 
amount of the assessment to be paid by written notice 
mailed to the address of the member last of record with 
the insurer. Failure of the member to receive the notice 
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so mailed, within the time specified therein for the pay- 
ment of the assessment or at all, shall be no defense in 
any action to collect the assessment. 


(3) If a member fails to pay the assessment within 
the period specified in the notice, which period shall 
not be less than twenty (20) days after mailing, the 
insurer may institute suit to collect the same. 


Section 449. Nonassessable policies, mutual insurers. 
(1) While possessing surplus funds in amount not less 
than the paid-in capital stock required of a domestic 
stock insurer transacting like kinds of imsurance, a 
domestic mutual insurer may, upon receipt of the com- 
missioner’s order so authorizing, extinguish the contin- 
cent liability of its members as to all its policies in force 
aud may omit provisions imposing contingent lability 
in all its policies eurrently issued. 


(2) A foreign or alien mutual insurer may issue non- 
assessable policies to its members in this state pursuant 
to its articles of incorporation and the laws of its 
domicile. 


(3) No policy of a domestic mutuat insurer which, 
pursuant to the commissioner’s order, is without con- 
tingent liability and thereby nonassessable by its terms 
shall be subject to assessment for any debt or liability of 
the insurer. 


Section 450, Nonassessable policies, revocation of au- 
thority. The commissioner shall revoke the authority of 
a domestic mutual insurer to issue policies without con- 
tingent liability if at any time the insurer’s assets are 
less than the sum of its liabilities and the surplus re- 
quired for such authority, or if the imsurer, by resolu- 
tion of its board of direetors approved by a majority of 
its members, requests that the authority be revoked. 
During the absence of such authority the insurer shall 
not issue any policy without providing therein for the 
contingent liability of the policyholder, nor renew any 
policy which is renewable at the option of the insurer 
without endorsing the same to provide for such con- 
tingent liability. 


Section 451. Participating policies. (1) If provided 
in its articles of incorporation, a domestic stock or do- 
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mestic mutual insurer may issue any or all of its policies 
with or without participation in profits, savings or un- 
absorbed portions of premiums, may elassify policies 
issued on a participating and non-participating basis, 
and may determine the right to participate and the ex- 
tent of participation of any class or classes of policies. 
Any such classification or determination shall be reason- 
able, and shall not unfairly discriminate as between 
policyholders within the same such classifications. A 
life insurer may issue both participating and non-par- 
ticipating policies only if the right or absence of right 
to participate is reasonably related to the premium 
charged. Any such domestie insurer which, prior to the 
effective date of this code, has been issuing all or part 
of its policies on a participating basis without specific 
authorization in its articles of incorporation, may con- 
tine to issue such policies on a basis not inconsistent 
with this section. 


(2) After the third policy year no dividend otherwise 
earned, shall be made contingent upon the payment of 
renewal premium on any policy. 


Section 452, Dividends to stockholders. (1) A do- 
mestic stock imsurer shall not pay any cash dividend to 
stockholders except out of that part of its available sur- 
plus funds which is derived from realized net profits on 
its business. 


-TreaAw AuB FO Jno pred vq ABUL PUSPIAIp Yoos FY (gz) 
able surplus funds in excess of the aggregate amount of 
surplus loaned to the insurer under seetion 455. 


(3) A dividend otherwise proper may be payable out 
of the insurer’s earned surplus even though its total sur- 
plus is then less than the aggregate of its past con- 
tributed surplus resulting from issuance of its capital 
stock at a price in excess of the par value thereof. 


Section 453. Dividends to mutual policyholders. (1) 
The directors of a domestic mutual insurer may from time 
to time apportion and pay or credit to its members divi- 
dends only out of that part of its surplus funds which 
represents net realized savings and net realized earnings 
in excess of the surplus required by law to be main- 
tained. 
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(2} <A dividend otherwise proper may be payable out 
of such savings and earnings even though the insurer’s 
total surplus is then less than the aggregate of its con- 
tributed surplus. 


Section 454. TWlegal dividends— Penalty. (1) Any 
director of a domestic stock or mutual insurer who votes 
for or coneurs in declaration or payment of a dividend 
to stockholders or members other than as authorized 
under sections 452 or 453 shall upon conviction thereof 
be guilty of a misdemeanor and shall be jointly and 
severally liable, together with other such directors like- 
wise voting for or concurring, for any loss thereby sus- 
tained by the insurer. 


(2) Amy stockholder receiving such an illegal divi- 
dend shall be liable in the amount thereof to the insurer. 


(3} The commissioner may revoke or suspend the 
certificate of authority of an insurer which has de- 
elared or paid such an illegal dividend. 


Section 455. Borrowed surplus. (1) A domestic stock 
or mutual insurer may borrow money to defray the ex- 
penses of its organization, provide it with surplus funds, 
or for any purpose of its business, upon a written agree- 
ment that such money is required to be repaid only out 
of the insurer’s surplus in excess of that stipulated in 
such agreement. The agreement may provide for interest 
not exceeding six percent (6%) per annum, whieh in- 
terest. shail or shall not constitute a hability of the im- 
surer as to its funds other than such excess of surplus, 
as stipulated in the agreement. No commission or pro- 
motion expense shall be paid in connection with any such 
loan. 


(2) Money so borrowed, together with the interest 
thereon if so stipulated in the agreement, shall not form 
a part of the insurer's legal jiabilities exeept as to its 
surplus in excess of the amount thereof stipulated in 
the agreement, or be the basis of any setoff; but until 
repaid, financial statements filed or published by the in- 
surer shall show as a footnote thereto the amount thereof 
then unpaid together with any interest thereon accrued 
but unpaid. 


(3) <Any such loan to a mutual msurer shall be sub- 
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Ject to the commissioner’s approval. The insurer shall, 
m advance of the loan, file with the commissioner a 
statement of the purpose of the loan and a copy of the 
proposed loan agreement. The loan and agreement shall 
be deemed approved unless within fifteen days after date 
of such filing the insurer is notified of the eommissioner’s 
disapproval and the reasons therefor. The commissioner 
shall disapprove any proposed loan or agreement if he 
finds the loan is unnecessary or excessive for the purpose 
intended, or that the terms of the loan agreement are not 
fatr and equitable to the parties, and to other similar 
lenders, if any, to the insurer, or that the information 
so filed by the insurer is inadequate. 


(4) Any such loan to a mutual insurer or substantial 
portion thereof shall be repaid by the insurer when no 
longer reasonably necessary for the purpose originally 
intended. No repayment of such loan shall be made by 
a mutual insurer unless in advance approved by the 
commissioner. 


(5) This section shall not apply to loans obtained by 
the insurer in ordinary course of business from banks 
and other financial institutions, nor to loans secured by 
pledge or mortgage of assets, 


Section 456. Impairment of capital or assets. (1) If 
a stoek imsurer’s capital (as represented by the aggre- 
gate par value of its outstanding capital stock) becomes 
impaired, or the assets of a mutual insurer are less than 
its habilities and the minimum amount of surplus re- 
quired to be maintained by it under sections 425 or 430 
for authority to transact the kinds of insurance being 
transacted, the commissioner shall at once determine the 
amonnt of deficiency and serve notice upon the insurer 
to make good the deficiency within sixty days after serv- 
ice of such notice. oO 


(2) The deficiency may be made good in eash or in 
assets eligible under chapter 6 (investments} for the 
investment of the insurer’s funds; or if a stock insurer 
by reduetion of the insurer’s eapital to an amount not 
below the minimum required for the kinds of insurance 
thereafter to be transacted; or if a mutual insurer, by 
amendment of its certificate of authority to cover only 
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such kind or kinds of insurance thereafter for which the 
insurer has sufficient surplus under this code. 


(3) If the deficiency is not made good and proof 
thereof filed with the commissioner within such sixty-day 
period, the insurer shall be deemed insolvent and the 
commissioner shall mstitute delinquency proceedings 
against it under chapter 26 of this code; except that if 
such deficiency exists because of increased loss reserves 
required by the commissioner, or because of disallow- 
ance by the commissioner of certain assets or reduction 
of the value at which earried in the insurer’s accounts, 
the commissioner may, in his discretion and upon appli- 
cation and good cause shown, extend for not more than 
an additional sixty days the period within which such 
deficiency may be so made good and such proof thereof 
so filed. 


Section 457. Assessment of stockholders or members. 
Any insurer receiving the commissioner’s notice men- 
tioned in section 456 (1): 


(1) If a stock insurer, by resolution of its board of 
directors and subject to any limitations upon assessment 
contained in its articles of incorporation, may assess its 
stockholders for amounts necessary to cure the deficiency 
and provide the insurer with a reasonable amount of 
surplus in addition. If any stockholder fails to pay a 
lawful assessment after notice given to him in person 
or by advertisement in such time and manner as approved 
by the commissioner, the insurer may require the return 
of the original certificate of stock held by the stock- 
holder, and in cancellation and in lieu thereof issue a 
new certificate for such number of shares as the stock- 
holder may then be entitled to, upon the basis of the 
stockholder’s proportionate interest in the amount of 
the insurer’s capital stock as determined by the commis- 
sioner to be remaining at the time of determination of 
amount of impairment under section 456, after deducting 
from such proportionate interest the amount of such un- 
paid assessment. The insurer may pay for or reissue 
fractional shares under this subsection. 


(2) Ifa mutual insurer, skall levy such an assessment 
upon members as is provided for under section 447. 
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(3) Neither this section nor section 456 shall be 
deemed to prohibit the insurer from euring any such 
deficiency through any lawful means other than those 
referred to in such sections. 


Section 458. Directors’ liability for losses during de- 
ficiency. The directors of the insurer shall be indi- 
vidually liable as to losses incurred under poheies issued 
by the insurer after expiration of the period provided in 
section 456 for curing any deficiency of the insurer’s 


capital stock or surplus and prior to the euring of the 
deficiency. 


Section 459. Stock transfer during impairment of 
capital. Any transfer of the stock of a domestic insurer 
made during the existence of any impairment of such 
insurer’s capital does not release the stockholder making 
the transfer from any liability as a stockholder of such 
insurer which accrued prior to such transfer. 


Section 460. Mutualization of stock insurers. (1) A 
stock insurer other than a title insurer may become a 
mutual insurer under such plan and procedure as may be 
approved by the commissioner after a hearing thereon. 


(2) The commissioner shall not approve any such 
plan, procedure or mutualization unless: 


(a) It is equitable to stockholders and policyholders ; 


(b} It is subject to approval by the holders of not 
less than three-fourths of the insurer’s outstanding cap- 
ital stock having voting rights and by not less than two- 
thirds of the insurer’s policyholders who vote on such 
plan in person, by proxy or by mail pursuant to such 


notice and procedure as may be approved by the eom- 
missioner ; 


. {¢) If a hfe insurer, the right to vote thereon is 
limited to holders of policies other than term or group 


policies, and whose policies have been tn force for more 
than one year; 


(d) Mutualization will result in retirement of shares 
of the insurer’s capital stock at a price not in excess of 
the fair market vaiue thereof as determined by com. 
petent disinterested appraisers; : 
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(e) The plan provides for the purchase of the shares 
of any noneconsenting stockholder in the same manner 
and subiect to the same applicable conditions as pro- 
vided by see. 15-1905 Replacement Vol. 2, Revised Codes 
of Montana, 1947, as to rights of nonconsenting stock- 
holders, with respect to consolidation or merger of pri- 
vate corporations; 


(f} The plan provides for definite conditions to be 
fulfilled by a designated early date upon which such 
mutualization will be deemed effective; and 


(g) The mutualization leaves the insurer with sur- 
plus funds reasonably adequate for the security of its 
policyholders and to enable it to continue successfully 
in business in the states in which it is then authorized to 
transact insurance, and for the kinds of insurance in- 
eluded in its certificates of authority in such states. 


(3) This section shall not apply to mutualization 
under order of court pursuant to rehabilitation or re- 
organization of an insurer under chapter 26. 


Section 461. Converting mutual insurer. (1) A mu- 
tual insurer may become a stock insurer under such 
plan and procedure as may be approved by the commis- 
sioner after a hearing thereon. 


(2) The commissioner shall not approve any such 
plan or procedure unless: 


(a) It is equitable to the insurer’s members; 


(b) It is subject to approval by vote of not less than 
three-fourths of the insurer’s current members voting 
thereon in person, by proxy, or by mail at a meeting of 
members called for the purpose pursuant to such reason- 
able notice and procedure as may be approved by the 
commissioner; if a life insurer, right to vote may be hm- 
ited to members who hol!d policies other than term or 
eroup policies, aud whose policies have been in force for 
not less than one year; 


(ec) The equity of each polteyholder in the insurer is 
determinable under a fair formula approved by the com- 
missioner, which such equity shall be based upon not 
less than the insurer’s entire surplus (after deducting 
contributed or borrowed surplus funds} plus a reason- 
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able present equity in its reserves and in all non-ad- 
miited assets; 


(a) The policyholders entitled to participate in the 
purchase of stock or distribution of assets shall include 
all current policyholders and all existing persons who 
had been a policyholder of the insurer within three years 


prior to the date such plan was submitted to the com- 
missioner ; 


(e) The plan gives to each policyholder of the insurer 
as specified in subdivision (d) above, a preemptive right 
to acquire his proportionate part of all of the proposed 
capital stock of the insurer, within a designated reason- 
able period, and to apply upon the purchase thereof the 


amount of his equity in the insurer as determined under 
subdivision (e¢) above; 


(g) Shares are so offered to policyholders at a price 
not greater than to be thereafter offered to others, but 
at not more than double the par value of such shares ; 


(h) The plan provides for payment to each policy- 
holder not electing to apply his equity in the insurer for 
or upon the purchase price of stock to which preemp- 
tively entitled, of cash in the amount of not less than 
fifty percent (50%) of the amount of his equity not so 
used for the purchase of stock, and whieh cash payment 
together with stock so purchased, if any, shail constitute 
full payment and discharge of the policyholder’s equity 
as an owner of such mutual insurer; and 


(i) The plan, when completed, would provide for the 
converted insurer paid-in capital stock in an amount not 
less than the minimum paid-in capital required of a do- 
mestic stock insurer transacting like kinds of insurance 
together with surplus funds in amount not less than one- 
half of such required capital. 


. Section 462. Mergers and consolidations of stock in- 
surers, (1) A domestie stock insurer may merge or con- 
solidate with one or more domestic or foreign stock in- 
surers authorized to transact insurance in this state, by 
complying with the applicable provisions of the statutes 
of this governing the merger or consolidation of stock 


corporations formed for profit, but subject to subsectio 
(2) and (3) below. ™ 
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(2) No such merger or consolidation shall be effee- 
tuated unless in advance thereof the plan and agree- 
ment therefor have been filed with the commissioner and 
approved in writing by him after a hearing thereon. The 
commissioner shall give such approval within a reason- 
able time after such filing unless he finds such plan or 
agreement : 


(a} Is contrary to law; or 


(b) Inequitabie to the stockholders of any domestic 
insurer involved; or 


(e) Would substantially reduee the security of and 
serviee to be rendered to policyholders of the domestic 
insurer in this state or elsewhere. 


(3) No director, officer, agent or employee of any 
insurer party to such merger or consolidation shall re- 
ceive any fee, commission, compensation or other aha 
able consideration whatsoever for m any manner aiding, 
promoting or assisting therein except as set forth in suck 
plan or agreement. 


(4) If the commissioner does not approve any such 
plan or agreement he shall so notify the insurer in writ- 
ine specifying his reasons therefor. 


(5) If any domestic insurer involved in the proposed 
merger or consolidation 1s authorized to transact Isur- 
ance also in other states, the commissioner may request 
the insurance commissioner, director of insurance, super- 
intendent of insurance or other similar public insurance 
supervisory official of the two other such states in which 
such insurer has in foree the larger amounts of insur- 
anee, to participate in the hearing provided for under 
subsection (2) above, with full right to examine all wit- 
nesses and evidence and to offer to the commissioner 
such pertinent information and suggestions as they may 
deem proper. 


(6) Any plan or proposal through which a stock in- 
surer proposes to acquire a controlling stock interest In 
another stock insurer through an exchange of stock of 
the first insurer, issued by the insurer for the purpose, 
for such controlling stock of the second insurer is deemed 
to be a plan or proposal of merger of the second insurer 
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into the first insurer for the purposes of this section and 
is subject to the applicable provisions hereof. 


Seetion 463. Mergers and consolidations, mutual in- 
surers. (1) A domestic mutual insurer shall not merge 
or consolidate with a stock insurer. 


(2) A domestic mutual insurer may merge or con- 
solidate with another mutual insurer under the applicable 
procedures prescribed by the statutes of this state apply- 
ing to corporations formed for profit, except as herein- 
below provided. 


{3} The plan and agreement for merger or consolida- 
tion shall be submitted to and approved by at least two- 
thirds of the members of each mutual insurer involved 
voting thereon at meetings called for the purpose pur- 
suant to such reasonable notice and procedure as has 
been approved by the commissioner. If a life insurer, 
right to vote may be limited to members whose policies 
are other than term and group policies, and have been 
in effect for more than one year. 


(4) No such merger or consolidation shall be effec- 
tuated unless in advance thereof the plan and agreement 
therefor have been filed with the commissioner and ap- 
proved by him in writing after a hearing thereon. The 
commissioner shall give such approval within a reason- 
able time after such filing unless he finds such plan or 
agreement: 


(a) Inequitable to the policyholders of any domestic 
insurer involved; or 


(b) Would substantially reduce the security of and 
service to be rendered to policyholders of the domestic 
insurer in this state and elsewhere. 


(5) If the commissioner does not approve such plan 
or agreement he shall so notify the insurers in writing 
specifying his reasons therefor. 


(6) Section 462 (5) shall also apply as to mergers 
and consolidations of sueh mutual insurers. 


Section 464. Bulk reinsurance, stock insurers. (1) A 
domestic stock insurer may reinsure all or substantially 
all of its insurance in force or a major class thereof, 
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with another insurer by an agreement of bulk reinsur- 
ance; but no such agreement shall become effective un- 
less filed with the commissioner and approved by him 
in writing after a hearing thereon. 


{2) The commissioner shall approve such agreement. 
within a reasonable time after such filing unless he finds 
that it is inequitable to the stockholders of the domestic 
insurer or would substantially reduce the protection or 
service to its policyholders. If the commissioner does not. 
approve the agreement he shall so notify the insurer in 
writing specifying his reasons therefor. . 


Section 465. Bulk reinsurance, mutual insurers. (1) 
A domestic mutual insurer may reinsure all or substan- 
tially all its business in force, or all or substantially all 
of a major class thereof, with another insurer, stock or 
mutual, by an agreement of bulk reimsurance after com- 
pliance with this section. No such agreement shall be- 
come effective unless filed with the commissioner and 
approved by him in writing after a hearing thereon. 


(2) The commissioner shall approve such agreement 
within a reasonable time after filimg if he finds it to be 
fair and equitable to each domestic imsurer involved, 
and that such reinsurance if effectuated would not sub- 
stantially reduce the protection or service to its policy- 
holders. If the commissioner does not so approve, he 
shall so notify each insurer involved in writing specify- 
ing his reasons therefor. 


(3) The plan and agreement for such reinsurance 
must be approved by vote of not less than two-thirds of 
each domestic mutual insurer’s members yoting thereon 
at meetings of members called for the purpose, pursuant 
to such reasonable notice and procedure as the commis- 
sioner may approve. If a life msurer, right to vote may 
be limited to members whose policies are other than term 
or group policies, and have been in effect for more than 
one year. 


(43 If for reinsurance of a mutual insurer in a stock 
insurer, the agreement must provide for payment in cash 
to each member of the insurer entitled thereto as upon 
conversion of such insurer purstiant to section 461, of 
his equity in the business reinsured as determined under 
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a fair formula approved by the commissioner, which 
equity shall be based upon such member’s equity in the 
reserves, assets (whether or not ‘‘admitted’’ assets), and 
surplus, if any, of the mutual insurer to be taken over by 
the stock insurer, 


Seetion 466. Mutual member’s share of assets on 
liquidation. 


(1) Upon any hHquidation of a domestic mutual in- 
surer, its assets remaining after discharge of its indebted- 
ness, policy obligations, repayment of contributed or 
borrowed surplus, if any, and expenses of administration, 
shall be distributed to existing persons who were its 
members at any time within thirty-six months next pre- 
ceding the date such liquidation was authorized or 
ordered, or date of last termination of the insurer’s cer- 
tificate of authority, whichever date is the earlier. 


(2) The distributive share of each such member shall 
be in the proportion that the aggregate premiums earned 
by the insurer on the policies of the member during the 
eombined periods of his membership bear to the aggre- 
gate of all premiums so earned on the policies of all such 
members. The insurer may, and if a hfe insurer shall, 
make a reasonable elassification of its policies so held 
by such members, and a formula based upon such classi- 
fication, for determining the equitable distributive share 
of each such member. Such classification and formula 
shall be subject to the approval of the commissioner. 


Section 467. Extinguwishment of wumused corporate 
charters. (1) The corporate charter of any corporation 
formed under the laws of this state more than three years 
prior to the effective date of this code for the purpose 
of becoming an insurer, and which corporation within 
such three-year period has not actively engaged in busi- 
ness aS 4 domestic insurer under a certificate of authority 
issued to it by the commissioner under laws then im force, 
is hereby extinguished and nullified. 


(2) The corporate charter of any other corporation 
formed under the laws of this state for the purpose of 
becoming an insurer, and which corperation during any 
period of thirty-six consecutive months after the effective 
date of this code is not actively engaged in business as 
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a domestic insurer under a certificate of authority issued 
to it by the commissioner under law currently in force, is 
automatically hereby extinguished and nullified at the 
expiration of such 36-month period. 


(3) The period during which any such corporation 
referred to in subsection (2) above is the subject of de- 
linquency proceedings under chapter 26 of this code shall 
not be counted as part of any such 36-month period. 


(4) Upon merger or consolidation of a domestic in- 
surer with another insurer under this chapter, the cor- 
porate charter of such merged or consolidated domestic 
insurer shall thereby automatically be extinguished and 
nullified. 


CHAPTER 23--FARM MUTUAL INSURERS 


Section 468. Scope of chapter; provisions exclusive. 
(1) This chapter applies to: 


(a) All domestic mutual hail, fire and other casualty 
insurers of farm property and stock and rural buildings 
heretofore formed and immediately prior to the effective 
date of this code lawfully transacting insurance under 
sections 40-1501 through 40-1517 (and all amendments 
thereto) of the Revised Codes of Montana, 1947. 


(b) All domestic mutual rural insurers heretofore 
formed and immediately prior to the effective date of 
this code lawfully transacting insurance under sections 
40-1601 through 40-1625 (and all amendments thereto) 
of the Revised Codes of Montana, 1947. 


(¢) 


Ld é 
(2) All such insurers may be referred to as “‘farm 
mutual insurers.’’ 


All insurers hereafter formed under this chapter. 


(3) Nothing in the insurance laws of this state shall 
be deemed to apply to or govern either directly or m- 
direetly domestic farm mutual insurers except as con- 
tained or referred to in this chapter. 


Section 469. ‘‘County”’ and ‘‘state” insurers defined. 
(1) An insurer authorized to insure property through- 
out the state is a ‘‘state’’? mutual insurer. 


(2) An insurer authorized to insure only property 
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located in the county wherein is located its principal 
office and in the counties in this state with boundaries 
eontiguous with such principal office county is a 
‘feounty’’ mutual insurer. 


Section 470. Insuring powers, in general. (1) A farm 
mutual tmsurer shall insure against loss or damage by 
fire or other casualty only: 


{a) Farm dwellings and buildings, including the 
usual contents therein, farm livestock, machinery, ve- 
hicles, growing crops and other forms of farm property 
owned by a member of such insurer or by his spouse. 


(b) Dwellings designed for occupancy by not over 
two families, together with the usual contents thereof, 
situated in an incorporated city or town if such property 
is owned by a member of the insurer or by his spouse, 
and if such member has other insurance of farm property 
with the insurer for a substantial amount. 


(ec} Rural schoolhouses and buildings used in connee- 
tion therewith, rural community houses or rural churches, 
or other rural public buildings. 


(2) Exeept as provided in subsection (1) (¢c) above, 
an insurer shall not insure any property not owned by 
a member or by his spouse. 


(3) An insurer shall not insure any property situated 
within the limits of incorporated towns or cities except 
as provided in subsection (1) (b) above; and shall not 
so insure unless it has and maintains the surplus funds 
as required under section 482 of this chapter. 


Section 471. Limit of risk. (1) The maximum amount 
of insurance Which an insurer shall retain on a single 
risk, after deduction of applicable reinsurance, shall not 
exceed ten percent (10%) of the admitted assets of the 


insurer or five thousand dollars, whichever is the larger 
amount. 


{2} For the purposes of this seetion, a ‘‘singte risk’’ 
as to insurance against fire and hazards other than 
windstorm, earthquake, or other catastrophic perils, in- 
cludes all properties insured by the same insurer which 
are reasonably susceptible to loss or damage from the 


—1005— 


CHAPTER 286 


Insuring powers. 


Limit of risk. 
“Single risk” 
defined. 


CHAPTER 286 


Reinsurance. 


Cash premium or 
assessment plan. 


Collection under 
cash premium 
plan. 


Collection under 
assessment plan. 


Special 
assessments 
under cash 
premium plan. 


Number of 
incorporators— 
farm mutual 
insurer. 


SESSION LAWS 


same fire or the same occurrence of such other hazard 
insured against. 


Section 472. Reinsurance. A farm mutual insurer 
may cede reinsurance to any other farm mutual insurer 
or insurers, and to other authorized property insurers, 
and may accept reinsurance from other farm mutual in- 
surers. 


Section 473. Cash premium or assessment plans. (1) 
An insurer may transact business either on the cash 
premium plan altogether, or on the assessment plan al- 
together, whichever plan is provided for in its articles 
of incorporation or bylaws. 


(2) Hf transacting business on the cash premium 
plan, the insurer shall collect from each member before 
or at the time of effectuation of the member’s insurance 
the premium in cash in such amount as the insurer deems 
will be adequate to cover losses and expenses incurred 
during the term of such insurance. 


(3) Jf transacting business on the assessment plan, 
the insurer will depend for the payment of losses and 
expenses principally upon assessments from time to time 
levied upon members either before or after such losses 
or expenses have been incurred. This provision shall not 
be construed, however, as preventing any such insurer 
from eollecting from each member such initial amount as 
it may deem proper prior to or at the time of the effec- 
tuation of the member’s insurance; nor shall it be deemed 
to prohibit the acquisition, accumulation and mainten- 
ance of surplus or unallocated funds. 


(4) An insurer transacting business on the cash pre- 
mium plan may nevertheless provide in its bylaws and 
policies for special assessment of its members in event 
the cash premium charged is found by it to be inadequate 
to pay in full losses and expenses currently incurred. 
The bylaws shall provide a specific limitation as to the 
amount which can be so assessed in any one policy year, 
sich amount to be not less than one (1) nor more than 
six (6) times the premium charged on each member’s 
policy at the annual rate for a term of one (1) year. 


Section 474. Who may form a farm mutual insurer. 
(1} One hundred (100} or more individuals residing in 
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this state, each of whom is twenty-one (21) years of age 
or more, who collectively own farm property as referred 
to in section 470 (1) (a) of this chapter valued at not 
less than five hundred thousand dollars ($500,000) which 
they desire to insure, and each of whom owns farm lands 
or ranch lands situated in this state valued at not less 
than five thousand dollars ($5,000), may imcorporate a 
state mutual insurer. 


(2) Twenty-five (25) or more individuals residing in 
this state, each of whom is twenty-one (21) years or more 
of age, each of whom owns farm land or ranch land 
valued at five thousand dollars ($5,000) or more in the 
county wherein is to be located the principal office of 
the proposed msurer, or in any county in this state con- 
tiguous with such county, and who collectively own in 
such counties farm property referred to in section 470 
(1) (a) of this chapter valued at not less than one hun- 
dred twenty-five thousand dollars ($125,000) which they 
desire to insure, may incorporate a county mutual in- 
surer. 


Section 475. Declaration of intention to incorporate 
—articles of incorporation. (1) The individuals pro- 
pesing to form a farm mutual insurer as referred to in 
section 474 shall file with the Commissioner: 


(a) A declaration of their intention to form such a 
corporation, which declaration shall be signed by at 
least one hundred (100) incorporators if a proposed state 
mutual insurer, or by at least twenty-five (23) incor- 
porators if a proposed county mutual insurer; and 


(b} Proposed articles of incorporation executed in 
quadruplicate by three (3) or more of the incorporators 
and acknowledged by each before a person authorized 
to take and verify acknowledgements of conveyance of 
real property. 


(2) The articles of incorporation shall state: 


(a) The name of the corporation; if a state mutual 
insurer, the words ‘‘farm mutual” must be a part of the 
name; if a county mutual insurer, the name shall contain 
the words ‘‘farm mutual’’, or ‘‘rural mutual’’ together 
with the name of the county wherein is to be located its 
principal place of business. The name shall not be so 
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similar to one already used by a corporation in this state 
as to be misleading. 


(b) If a county mutual insurer, the name of the 
county or counties in which the corporation is to transact 
insurance and the address where its principal business 
office will be located. 


(e} Ifa state mutual insurer, the location of its prin- 
cipal business office, which office must be located im this 
state. 


{d} The objects and purposes for which the corpora- 
tion is formed. 


(e} Whether it intends to transact business on the 
cash premium plan or the assessment plan. 


(f) The duration of its existence, which may be per- 
petual. 


(¢) The number of its directors, which shall not be 
less than five (5) nor more than (11); also the names and 
addresses of the members of the initial board of directors 
appointed to manage the affairs of the corporation until 


the first annual meeting of the members, and until their | 


successors are elected and qualified. 


(h) Such other provisions, not inconsistent with law, 
deemed appropriate by the incorporators. 


{i) The names, residences and addresses of the incor- 
porators, and the value of the property desired insured 
owned by each in the county or counties where the opera- 
tions of the corporation are to be carried on. 


(3) At the time of filing of the articles of incorpora- 
tion as provided in subsection (1) above, the incorporat- 
ors shall pay to the Commissioner a filing fee of ten 
dollars ($10). The Commissioner shall deposit all such 
fees with the State Treasurer to the credit of the general 
fund of this state. 


Section 476. Articles of incorporation; approval; 
commencement of corporate existence. (1) Upon re- 
ceipt thereof, the Commissioner shall forward the pro- 
posed articles of incorporation to the Attorney General 
for examination. If the Attorney General finds the 
articles to be in accordance with the provisions of this 
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chapter, and not in conflict with the constitution and 
laws of the United States of America or of this state, he 
shall make a certificate of the facts and return it with 
the proposed articles to the Commissioner. 


(2) If the Commissioner deems the name of the pro- 
posed corporation to be so similar to one already ap- 
propriated by another company or corporation as to be 
likely to mi-lead the public, he shall reject the name 
applied for and shall notify the incorporators thereof. 


(3) When the proposed articles of incorporation have 
been approved by the Attorney General, the Commis- 
sioner shal! likewise endorse his approval upon each set 
of the articles, file one set in his office and forward the 
other three sets of articles to the incorporators. The in- 
corporators shall file one of such sets of articles with the 
Secretary of State, one set with the Commissioner bear- 
ing the certification of the Seeretary of State, and one 
set with the county clerk of the county wherein is located 
the principal place of business of the corporation, and 
shall pay to the Secretary of State and the county clerk 
the customary filing fees. The remaining set of articles 
shall be made a part of the corporation’s records. 


(4) The corporation shall have legal existence as 
such upon the approval of the articles by the Attorney 
General and the Commissioner and completion of the 


‘filmgs referred to in subsection (3) above, but it shall 


not transact business as an insurer until it has fulfilled 
the requirements for and has obtained a certificate of 
authority as provided in section 483 of this chapter. 


Section 477. Amendment of articles of incorporation. 
A farm mutual insurer may, by a vote of two-thirds 
(2/3) of its members present at any annual meeting, or 
at any special meeting of members called for that pur- 
pose, amend its articles of incorporation to extend its 
corporate duration or in any particular within the scope 
of this chapter, by causing amended articles to be filed 
in the same form and manner as required for original 
articles of incorporation. The amended articles of in- 
corporation shall be signed only by the president and 
secretary of the corporation, and attested by the eor- 
porate seal. Notice of the proposed amendment shal] be 
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contained in the notice given of any such annual or 
special meeting. 


Section 478. Certified copies of articles as evidence. 
A copy of the articles of incorporation of a farm mutual 
insurer, and any amendments thereof, filed pursuant to 
law and certified by the Commissioner, shall be received 
in all courts and other places as prima facie evidenee of 
the facts therein stated and of the due incorporation of 
the insurer. 


Section 479. Corporate powers —In general. (1) An 
insurance corporation formed under this chapter, or 
existing on the effective date of this code, and of a type 
which might be formed under this chapter shall have 
the same capacity to act possessed by individuals, but 
with authority to perform only sueh lawful acts as are 
necessary or proper to accomplish its purposes. 


(2) Without affecting the authority contained in 
subsection (1) above, every such corporation shall have 
the following corporate powers: 


(a} To have succession by its corporate name for the 
period stated in its articles. 


(b) To sue and be sued in its corporate name. 
(e) To adopt, use and alter a corporate seal. 


{d) To acquire, hold, sell, use, dispose of, pledge or 
mortgage any such property as its purpose may require, 


subject to any limitation prescribed by law or the articles — 


of incorporation. 
(e) To transact insurance. 


(f) To conduet its affairs through its directors, of- 
ficers, employees, agents and representatives thereunto 
duly authorized. 


(zg) To make bylaws not inconsistent with law for 


the exercise of its corporate powers, the management, | 


regulation and government of its affairs and property, 
ineluding (but not limited to) calling and holding of 
meetings of its directors or members, and to modify or 
amend such bylaws. 


{h} To exercise, subject to law and the express pro- 
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visions of the articles of incorporation, all such inci- 
dental and subsidiary powers as may be neeessary or 
convenient to the attainment of the objectives set forth 
in such articles. 


(i) To dissclve and wind up, or be dissolved and 
wound up, in the manner provided by law. 


Section 480. Initial gualifications. When applying 
for an original certificate of authority as an insurer 
newly organized in this state, the Insurer must have sur- 
plus as required by section 482 of this chapter, be other- 
wise qualif.ed therefor under this code, and: 


(1) Ifa county mutual insurer, it must have received 
acceptable bona fide written applications from twenty- 
five (25) separate persons for substantial insurance of 
the kinds of insurance proposed to be transacted, aggre- 
gating at least one hundred thousand dollars ($100,000) ; 
and such applicants must have given to the insurer the 
obligations referred to in section 510 of this chapter, or 
paid the premium required therefor, subject to the in- 
surer qualifying to transact the kinds of insurance so 
applied for. 


(2) If a state mutual insurer, it must have received 
acceptable bona fide written applications from one hun- 
dred (100) separate persons, each for substantial insur- 
ance, aggregating at least five hundred thousand dollars 
($500,000) of the kinds of insurance proposed to be 
transacted; and such applicants must have given to the 
insurer the obligations referred to in section 510 of this 
chapter, or paid the premium required therefor, subject 
to the insurer qualifying to transact the kinds of insur- 
ance so applied for. 


{3} If to insure growing crops against loss or damage 
by hail, it must have received applications for such hail 
insurance from not less than one hundred (100) persons 
resident in Montana owning in the aggregate not less 
than five thousand (5,000) acres of grain; and each such 
applicant must have given to the insurer the obligations 
referred to in section 510 of this chapter, or paid the 
premium required therefor, subject to the insurer qualify- 
ing to transact insurance. 


Section 481. Surplus defined. ‘‘Surplus’’ is the ex- 
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tent to which the value of an insurer ’s assets exceeds its 
liabilities. 

Section 482. Surplus funds required. A domestic farm 
mutual insurer may hereafter be authorized to transact 
insurance if otherwise in compliance with the applicable 
provisions of this chapter, if it has and thereafter main- 
tains surplus funds as follows: 


(1) Ifa state mutual insurer, surplus of not less than 
one hundred thousand dollars ($100,000) ; 


(2) If a eounty mutual insurer, surplus of not less 
than twenty thousand dollars ($20,000) ; or 


(3) If to msure crowing crops against hail or other 
hazards, surplus in the amount of one hundred and fifty 
percent (150%) of the amount otherwise required under 
this section. This provision (3) shall not apply as to any 
domestie insurer first authorized as such prior to Janu- 
ary 1, 1956, which transacts business on the pro rata, 
nonassessable plan, under which plan a pro rata portion 
only of insured losses is paid in event advance premiums 
collected are inadequate to pay all such losses in full. 


Section 483. Certificate of authority required; issu- 
ance; renewal. 


(1) No farm mutual insurer shall insure any risk in 
this state unless it then holds a subsisting certificate of 
authority issued to it by the commissioner. 


(2) Upon application therefor the commissioner shall 
issue such a certificate of authority to every imsurer 
qualified therefor under this chapter. 


(3) Every such certificate of authority shall expire 
at midnight on the April 30 next following its date of 
issuance, unless theretofore revoked for cause or other- 
wise terminated. Unless he finds that the insurer 1s not 
qualified therefor under this chapter, the commissioner 
shall issue to the insurer a renewal certificate of author- 
ity on or before May 1 of each year. The commissioner 
shall not issue any such renewal certificate of authority 
to any insurer which has not filed its annual statement 


and report of expenditures as required under section 499 — 


of this chapter. 
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(4) For each issuance and each renewal of its cer- 
tificate of authority, the msurer shall pay to the com- 
missioner a fee of five dollars ($5), if a county mutual 
insurer, or twenty dollars ($20), if a state mutual in- 
surer, to be deposited by the commissioner with the state 
treasurer to the credit of the general fund of this state. 


(5) <A eertificate of authority shall be subject to sus- 
pension or revocation by the commissioner for viclation 


of or noncompliance with any provision of this chapter 
or referred to herein. 


Section 484. Bylaws; adoption, power to amend. 
Upon commencement of the legal existence of an insurer, 
its initial board of directors shall adopt sueh original 
bylaws, not inconsistent with the state constitution or 
this chapter, as may be deemed necessary for the man- 
agement of its affairs. The bylaws shall be subject to 
the approval of the insurer’s members at their next suc- 
ceeding meeting. The members shall otherwise have the 
power to make, modify and revoke bylaws. 


Section 485. Bylaws-—— Contents. (1) The bylaws of 
a farm mutual insurer shall provide: 


(a) As to the lability of each member for payment 
of the expenses and losses of the insurer, and what obli- 
gations shall be given therefor when a person applies 
for insurance. 


(b} As to the time when obligations of members for 
losses and expenses become due. 


(ec) For limitation of liability of members for the pay- 
ment of expenses and losses of the insurer. 


(d) The terms of office of the directors; at least part 
of the directors shall be elected at each annual meeting 
of members, and the term of any director shall not be 
longer than three (3) years. 


(e) The date of the annual meeting of the members, 
at which vacancies existing or occurring on the board of 
directors are to be filled by election by the members. 
Each member shall be permitted to cast at least one vote, 
either in person or, if so authorized in the bylaws, by 
proxy, for each director to be elected, and may cumulate 
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his votes for one or more directors, not exceeding the 
number to be elected. 


(f) How directors are to be elected In case no elec- 
tion occurs at the annual meeting, or in event of resigna- 
tion, disability or death of a director. 


(g) The manner and time of giving notice of annual 
and special meetings of members. 


(2) The bylaws may provide: 


(a) The character of property to be insured, and 
under what restrictions and limitations. 


(b) Restrictions and limitations as to membership 
and the powers, duties and obligations of the members 
other than as to obligations covered under subsection 
(1) (a) above. 


(ec) The manner of making and collecting assess- 


ments. 


(d) The manner of the suspension and expulsion of 
members. 


(e) The form of application and the form of policy. 


(f) The manner of making proof, adjustment and 
payment of losses. 


(¢) As to who is authorized to adjust losses for the 
insurer. 


(h) For arbitration as provided in section 515 of this 
chapter, in event of the insurer’s adjuster and any 
claimant cannot agree as to the amount of any insured 
damage or loss. 


(i) The duties and compensation of the officers, and 
the bonds to be required of them. 


(j} The books and records to be kept by the insurer, 
reports required of the officers and the manner of exam- 
ining and auditing their accounts. 


(x) What shall be contained on the corporate seal, 
and when the seal shall be required to be used. 


(1) Sueh other matters as may be deemed necessary 


—i014— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


or convenient for the management of the affairs of the 
insurer. 


Section 486. Bylaws binding upon members. The by- 
laws of a farm mutual insurer are binding upon all of 
its members, and as from time to time amended are a 
part of the contracts of insurance between the insurer 
and its members. 


Section 487. Members— Minimum membership. (1) 
No person may become a member of a farm mutual in- 
surer except by insuring therein property owned by him 
so insurable under this chapter. 


{2} The membership of such an insurer shall consist 
of the persons lawfully insuring therein. 


(3) The total membership of the insurer shall at all 
times be not less than the number of persons required 
by section 474 of this chapter to incorporate such an 
msurer. 


Section 488. Annual meetings of members — Where 
held. Annual meetings of the members of a farm mutual 
insurer may be held at its principal business office or at 
any other place located in any county in this state in 
which the insurer is authorized to transact insurance. 


Section 489. Annual meeting, presentation of annual 
statement. The annual statement of the insurer as re- 
quired to be filed with the commissioner under section 
499 of this chapter shall be presented at the annual meet- 
ing of the members of the insurer next following the 
end of the calendar year to which such statement re- 
lates. 


Section 490. Adjourned annual meetings — Notice. 
Notice of any adjourned annual meeting of members 
shall be given to the members of an insurer in the same 
manner as provided in the insurer’s bylaws for the reg- 
ular annual meeting of members. 


Section 491. Members voting rights. Each member of 
an insurer is entitled to one vote upon each matter com- 
ing to a vote at meetings of members of the insurer. A 
member may vote by written proxy if and as may be 
provided in the insurer’s bylaws. No such proxy shall 
be made irrevocable or for longer than one year. 
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Section 492. Members’ liability, limitation. All liabil- 
ity of the members of a farm mutual insurer shall be as 
limited in the insurer's bylaws. As to insurers transact- 
ing business on the cash premium plan, the limitation 
shall comply with section 473 (4) of this chapter. No 
member shall be required to pay more than the full 
amount of his obligation given to the insurer, or of his 
liability as provided for in the bylaws. 


Section 493. Withdrawal of member — Cancellation 
by insurer. 


(1) Amy member of an msurer may Withdraw there- 
from by surrendering his policy to the insurer for can- 
cellation and paying all obligations then owing by him 
to the insurer. 


(2) The insurer has power to cancel the policy of any 
member for any cause deemed adequate by the insurer 
and upon not less than ten (10) days written notice In 
advance of cancellation delivered to the member or 
mailed to his address last of record with the insurer. 


Section 494. Board of directors— Quorum. (1) The 
general management of the affairs of a farm mutual in- 
surer is vested in its board of directors. 


(2) A majority of the directors shall constitute a 
quorum to do business at any lawful meeting of the 
board. 


Section 495. Directors; election, term. (1) Directors 
of a farm mutual insurer shall be elected by its members 
by ballot for terms not to exceed three (3) years, and 
shall hold office until their respective successors are 
elected and have qualified. 


(2) No individual shall serve as a director unless a 
member of the insurer. 


Section 496. Officers. The board of directors of an 
insurer shall elect from their number a president and 
vice-president. The board shall also elect a secretary 
and treasurer or a secretary-treasurer, who may or may 
not be members of the insurer. Officers shall hold their 
offices for one (1) year, and until their successors are 
elected and qualified, unless earlier removed by the board 
of directors. 
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Section 497. Bonds of officers. The treasurer and 
secretary of an insurer shall each give bonds to the in- 
surer for the faithful performance of their duties, in 
such amount as is designated by the board of directors. 
Any such bond shall be one issued by an authorized 
corporate surety. 


Section 498. Officers, agents and employees not li- 
censed. No agent of an insurer shall be required to ob- 
tain a license or authority from any puble official to 
transact business for such insurer, nor shall the insurer 
or any of its officers, agents or employees be required 
to pay any fee or license for the transaction of the busi- 
ness of the insurer, except as provided in this chapter. 


Section 499. Annual statement — Report — Must be 
filed with commissioner. (1) The president and secretary 
of every insurer, on or before the first day of March 
each year, shall prepare, affirm under oath, affix the 
corporate seal thereto and file with the commissioner, on 
forms as prescribed and furnished by him, an annual 
statement for the preceding calendar year showing the 
condition of such insurer as of December 31 of such year 
and exhibiting the following facts: 


(a) The names of the president and secretary. 

(b) The date of the annual meeting. 

(¢) The amount of insurance in force. 

(d) The number of members. 

{e) The number of assessments made during the year. 
(f) The amount paid in losses during the year. 


(g) The amount of the losses claimed and not paid, 
with the reason for non-payment. 


(h) The number of members withdrawn, suspended 
and expelled during the year. 


(i) The number of new members admitted during the 
year. 


(j) The expenses during the year. 
(k} The amount of money on hand. 


(1) The amount and character of the insurer's assets. 
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(m) The amount of the insurer’s liabilities, including 
any reserves required to be established under this chapter. 


(n) Sueh other information concerning the insurer’s 
affairs as the commissioner may reasonably require. 


(2) A report of an insurer’s expenditures for educa- 
tional purposes, if any, for the preceding year must be 
filed with the commissioner at the same time and in con- 
junction with the annual report of such insurer, as re- 
quired under section 508. 


(3) A copy of such annual statement and report of 
expenditures for educational purposes shall be filed by 
each county mutual insurer with tlie county clerk and 
recorder of the county wherein is located its principal 
place of business. 


Section 500. Annual statement — Exclusive report — 
Penalty for failure to file. (1) No report, statement or 
return of any nature shall be required of any farm 
mutual insurer other than those required by section 499 
of this chapter. . 


(2) The commissioner may suspend or revoke the 
certificate of authority of any insurer failing to file its 
annual statement as required. 


Section 501. Examination by commissioner—Expense. 
(1) The commissioner has power, at any time, to in- 
vestigate and examine the affairs and books of any in- 
surer. 


(2) The charges to be paid by the insurer to the 
commissioner and his examiners for investigation and 
examinations provided for in subsection {1} above shall 
not exceed one hundred dollars ($100) in any one eal- 
endar year unless otherwise expressly authorized by the 
insurer. 


Section 502. Investments. (1) When so directed by 
a majority vote of 1ts members present at a duly called 
and held meeting of members, the directors of a farm 
mutual insurer shall have power to invest the insurer’s 
funds or any part thereof in any of the following: 


{a} Bonds or other securities issued by the United 
States government or by any agency thereof. 
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(b) Bonds or other obligations the payment of the 
interest and principal of which is assumed or guaranteed 
by the United States government cor any agency thereof. 


(c) General obligation bonds or warrants of any 
state, county or city, when recommended by the com- 
misstoner and approved by the state examiner. 


(d) Loans secured by a first mortgage on real estate 
situated in the State of Montana, but subject to the pro- 
visions of subsection (3), below. 


(2) At the time of making any such investment the 
document evideneing the same must be stamped with the 
name of the insurer with the following notation printed 
or written thereon: ‘‘Negotiable only upon the order of 
the board of directors Olin cance es) eons namie 
the insurer).”’ 7 


(3) No real estate loan shall be for more than sixty 
percent (60% ) of the appraised value of the real estate 
securing the loan, and the appraisal must have been made 
within thirty (30) days prior to the date of the loan. No 
such loan shall be for a term longer than ten (10) years. 
The foregoing provisions shall not be deemed to prevent 
the renewal or extension of loans already made, and 
shall not apply to real estate loans which are insured 
under the provisions of any act of the congress of the 
United States, nor to the making, extension or renewal 
of any loans which are made under subehapter II of the 
act of congress known as the “servicemen’s readjustment 
act of 1944,” or any amendment thereof or supplement 
thereto, as to any part of such loans; nor shall such pro- 
visions be deemed to prevent an insurer from taking 
another and immediately subsequent mortgage or deed 
of trust when it already holds a first mortgage or deed 
of trust on the same real estate, nor from accepting a 
second lien on real estate to seeure the payment of a 
debt previously contracted in good faith; nor shall it 
prevent subsequent liens of any kind from being taken 
to seeure the payment of a debt previously contracted in 
good faith when in the judgment of the insurer’s board 
of directors such subsequent lieng are necessary further 


to secure the payment of any debts and save the insurer 
from loss. 
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Section 503. Expenditure of funds for educational 
purposes. An insurer may spend in any one year up to 
five percent (5%) of its net earnings of the preceding 
year for educational purposes. A complete and itemized 
report of such expenditures shall be filed by the insurer 
as part of its annual report required under section 499. 


Section 504. Safety fund. (1) Any domestic farm 
mutual insurer may create a ‘‘safety’’ fund, in addition 
to any surplus required under section 482 or reserve 
otherwise required, for the purpose of paying insured 
losses or lawful expenses or obligations of the insurer 
as they are incurred. 


{2} The safety fund shall not exceed in amount three 
percent (3%) of the total amount of insurance in force 
in the insurer. 


(8) The safety fund shall not be used for any pur- 
pose except as specified in subsection (1) above. 


Section 505. Reserves— Cash premium plan. Each 
insurer transacting business on the cash premium plan 
shall maintain the following reserves: 


(1) A loss reserve, in amount reasonably adequate to 
pay in full all losses already incurred but currently un- 
paid. The amount subsequently paid on such losses shall 
be eredited against this reserve. 


(2) A reserve for unearned premiums, which reserve 
shall be computed at fifty percent (50%) of net pre- 
miums (gross premiums less premiums returned) charged 
and collected for unexpired policy periods that com- 
meneced during the calendar year covered by the financial 
statement, plus one hundred percent (100%) of such 
net premiums charged and collected in advance for policy 
periods that are to commence after such calendar year. 
Or in the alternative, the insurer may at its option com- 
pute its entire reserve for unearned premiums as the 
ageregate amount of the pro rata unearned premiums 
for each policy m force as at the end of the calendar 
year to be covered by the financial statement. 


Section 506. Profits or dividends. No insurer shall 
accumulate any profits as such or pay any dividends. 
This provision shall not be deemed to prohibit an insurer 
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from accumulating and maintaining surplus funds as re- 
quired to be maintained by it under this chapter, or a 
‘“‘safety’’ fund as authorized under section 004, or from 
accumulating and maintaining other voluntary reserves 
for such purposes and in such amounts as may be reason- 
able. Limitations upon any such accumulations and the 


purposes thereof may be provided for in the insurer’s by- 
laws. . 


Section 507. Deficiency of surplus. If the surplus 
funds of a farm mutual insurer at any time fall below 
the amount required to be maintained under this chapter, 
the insurer shall cure such deficiency within six (6) 
months thereafter, notwithstanding that new losses or 
expenses may be incurred within sueh six (6) months’ 
period. If the deficiency is not so cured, the commis- 
sioner may, upon the insurer’s written application there- 
for, allow an additional reasonable period, not to ex- 
ceed six (6) months, for the curing of the deficiency. 
If the deficiency is not so cured within the first six (6) 
months’ period (if additional time is not so applied for) 
or within such additional period as the commissioner 
may so allow, the commissioner shall forthwith suspend 
or revoke the insurer’s certificate of authority. 


Section 508. Records. A farm mutual insurer, through 
its president and secretary, shall keep or cause to be kept 
accurate records and accounts of its transactions. The 
books, files and records of the insurer shall be located 
at its principal place of business or, in the case of a 
county mutual insurer, at such place within the county 
of its principal place of business as may be designated 
by the insurer’s board of directors and shown in the 
minutes of the board. The books, files and records of 
the insurer shall be available for inspection by the in- 
surer’s directors and officers, and by the commissioner 
or his duly constituted examiner, at all reasonable times. 


Section 509. Fees and taxes. Except for the fees for 
filing articles of incorporation as provided in sections 
475 and 476, for issuance and renewal of certificate of 
authority as provided in section 483, and for costs of 
examination by the commissioner as limited in section 
501 (2), domestic farm mutual insurers shall not be sub- 
ject to any other or additional fees or taxes of any kind, 
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except for the usual ad valorem taxes upon real estate 
and tangible personal property of the insurer. 


Section 510. Application for insurance. All persons 
desiring insurance shall make written application there- 
for to the insurer. If the insurer is transacting business 
on the assessment plan, the applicant shall at the time 
of application give his obhgation to the insurer for the 
payment of losses and expenses as provided in the in- 
surer’s bylaws, and make such advance payment in cash 
as the insurer may require. 


Section 511. Application and policy forms filed with 
commissioner. AJ]! forms of application for insurance and 
of pol.cies proposed to be used by an insurer shall be 
filed with the commissioner at least thirty (30) days in 
advance of any such use. The commissioner shall dis- 
approve any such form found by him to be unlawful, 
illegible or misleading. An insurer shall not use any such 
form after it has received the commissioner’s notice of 
disapproval setting forth the reasons therefor. 


Section 512. Rates; filing, discrimination. A farm 
mutual insurer is not required to file any of its insurance 
rates with the commissioner. No such rate shall be un- 
fairly discriminatory as between subjects of Insurance 
covered for like perils under like policies and having sub- 
stantially the same insuring, exposure and underwriting 
characteristics. 


Section 513. Insurance of schools, community houses, 
churches. (1) No contract of insurance effected upon 
the property of any school district, rural] community 
house, rural chureh or rural public building pursuant to 
section 470 of this chapter shall be deemed to constitute 
such school district, or the owners of any such com- 
munity house, church or public building, a member of the 
insurer. 


(2} No contract of msurance effected upon any rural 
school building, rural community house, rural church or 
other rural public building referred to in section 470 
{1) (¢) of this chapter shall be invalid because the di- 
rectors or any director or officer of the insurer, at the 
time of effecting the insurance coverage was a trustee, 
director, agent, custodian or manager, or in any way in 
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control, supervision or management of any or all of the 
property so insured. 


Section 514. Losses — Notice — Adjustment. (1) 
Hivery member of a domestic farm mutual insurer who 
has sustained any msured loss or damage shall imme- 
diately notify the insurer’s secretary thereof and of the 
amount of damage or loss claimed. 


(2) Upon receipt of the notice of loss referred to in 
subsection {1} above, the secretary shall notify the per- 
son or persons authorized by the bylaws of such insurer 
to ascertain the amount of the loss or damage and adjust 
the same. 


Section 515. Arbitration — Committee — Compensa- 
tion. (1) If any insurer’s adjuster and a claimant fail 
to agree as to the amount of the insured loss or damage 
sustained by the claimant, and if so provided for in the 
insurer’s bylaws, the matter shall be submitted to three 
persons as a committee of reference, one of whom shall 
be selected by the claimant, one by the insurer and the 
third by such two persons, all of whom shall be sworn 
to a faithful and impartial investigation and award. - 


(2) The committee of reference shall have authority 
to examine witnesses and determine all matters in dis- 
pute. The decision or award of the committee shall be 
made in writing to the secretary of the insurer. If it 
relates to any claimed loss or damage to a erop, the deci- 
sion or award shall not be made until after maturity of 
such erop. The decision or award of the committee shall 
be final and binding upon all parties, unless an interested 


party appeals to the court within thirty (30) days there- 
after. 


(3) The compensation of each member of any such 
committee shall be at the rate of ten dollars ($10) per 
day for each day of service in the discharge of his duties, 
Such compensation shall be paid by the claimant, unless 
the award of the committee exceeds the sum theretofore 
offered by the insurer in settlement of the claim and in 
which ease the compensation shall be paid by the insurer. 


Section 516. Obligations or assessments due — Losses 
payable. (1) Obligations or assessments of members for 
losses and expenses become due and payable at such time 
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as may be provided in the bylaws of the insurer, and the 
insurer shall use due diligence to collect each obligation 
or assessment. 


(2) <Any valid claim for an insured loss against an 
insurer transacting business on the assessment plan shall 
not be payable by the insurer until thirty (80) days after 
such obligations of the members are due and payable. 


Section 517. Suit to collect cbligations — Liability of 
directors or officers. (1) An insurer may institute a suit 
against any member of such insurer if the member fails 
to pay when due any obligation or lability of the mem- 
ber given such insurer under the provisions of this 
chapter. 


(2) The directors or officers of an insurer are liable 
in their individual capacity to the person sustaining an 
insured loss, if they wilfully refuse or neglect to per- 
form the duties imposed upon them by the provisions of 
this section. 


Section 518. Proportionate payment of losses. If the 
aggregate whole amount of the members’ obligations to 
an insurer transacting business on the assessment plan 
are insufficient to pay all valid claims for losses under 
the insurer’s contracts of insurance after necessary ex- 
peuses in any one year, then such claimants insured by 
the insurer shall receive their proportionate share of the 
funds realized from such obligations in full satisfaction 
of such losses. 


Seetion 519. Suit to collect for loss. If the imsurer 
fails to pay any insured loss when due, an action may 
be maintained against it to collect for such loss, but 
subject to section 518 as to assessment plan insurers. 


Section 520. Other provisions applicable. The follow- 
ing chapters and sections of this code also shall apply to 
farm mutual insurers to the extent so applicable and 
not inconsistent with the express provisions of this chap- 
ter and the reasonable implications of such express pro- 
visions : 


(1) Chapter 1 (scope of code). 


(2) Chapter 2 (the commissioner of tmsurance). 
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(3) The following seetions of chapter 5 (assets and 
liabilities) : 


(a} Section 82 (‘‘assets”’ defined). 

(b) Seetion 84 (assets not allowed). 

{ce} Section 94 (valuation of bonds). 

(d}) Seetion 95 (valuation of other securities). 
(e} Seetion 96 (valuation of property). 


(f) Section 97 (valuation of purchase money mort- 
gages). 


(4) Chapter 10 (trade practices and frauds). 


(5) The following sections of chapter 22 (organiza- 
tion, corporate procedures of domestie stock and mutual 
insurers) : 


(a) Section 440 (prohibited pecuniary interest of of- 
ficials}. 


(b} Section 442 (home office and records; penalty 
for unlawful removal of records). 


(c} Section 443 (vouchers for expenditures). 
(d) Section 455 (borrowed surplus). 


{e) Section 463 (mergers and consolidations, mutual 
insurers). 


(f) Section 465 (bulk reinsurance, mutual insurers). 


{e) Section 466 (mutual member’s share of assets on 
liquidation). 


(h) Section 467 (extinguishment of unused corporate 
charters). 


(6) Chapter 26 (rehabilitations and liquidations). 
CHAPTER 24— BENEVOLENT ASSOCIATIONS 


Section 521. Scope of chapter; provisions exclusive. 


(1) This chapter applies only to benevolent associa- 
tions. 


(2) No provision of this code shall apply to any 
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such association unless contained or referred to in this 
chapter. 


Section 522. ‘‘Benevolent association’’ defined. (1) 
Any corporation, association or society, or by whatever 
name called, which issues any certificate, policy, member- 
ship agreement, or makes any promise or agreement with 
its members, whereby, upon decease of a member, any 
money or other benefit, charity, aid or relief is to be paid, 
provided or rendered by such corporation, association or 
society to his legal representatives, or to the beneficiary 
designated by him, which money, benefit, charity, aid or 
relief is derived from voluntary donations, or from ad- 
mission fees, dues or assessments, or any of them collected 
or to be collected from the members thereof, or members 
of a class therein, or interest or accretions thereon, or 
accumulations thereof; and wherein the money or other 
benefit, charity, aid or relief, so realized, is applied to or 
accumulated for the uses and purposes herein specified, 
and/or the uses of such corporation, association or so- 
ciety, and/or the expenses of management and prosecu- 
tion of its business, shall be deemed to be a ‘‘benevolent 
association’’ for the purposes of this chapter. 


(2) The definition of benevolent association in sitb- 
section (1) above ts not applicable to: 


(a) Burial or death benefits, annuities, endowments 
or any other benefit payments of any legal reserve life 
or disability insurer, or of any labor union, railroad 
brotherhood, or lodge having as a primary business the 
improvement of working conditions; or 


(b) Any ladies auxiliaries to any labor union, rail- 
road brotherhood or lodge referred to in subdivision (a) 
above ; or 


{c) The benevolent plans within fraternal orders if 
limited to members and if the plan is not the principal 
object for the formation or continuance of the fraternal 
order. 


Section 523. Member-— Member in good standing — 
Defined. A ‘‘member’’ or ‘‘member in good standing’’ 
is an individual who must contribute to a benevolent 
association upon notice of assessment. 
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Section 524. Membership contract. (1} ‘‘Membership 
contract’’ is any certificate, policy, membership agree- 
ment, by whatever name called, or any promise or agree- 
ment, of a benevolent association with any or all of its 
members, whereby any money or other benefit, charity, 
aid or relief is to be paid, provided or rendered by such 
association upon the decease of a member to his legal 
representatives, or to the beneficiary or beneficiaries 
designated by him. 


(2) There shall be one contributing member for each 
membership contract, but a membership contract may 
cover more than one individual. 


Section 525. ‘‘Officer’’ defined. “Officer’’ is any of 
the individuals having supervision and control of a 
benevolent association, and engaging in the management 
and the prosecution of the business thereof, whether 
designated as officers, trustees, comptrollers, managers 
or by whatever name called. 


Section 526. New benevolent associations prohibited ; 
foreign associations. (1) No benevolent association shall 
transact or be authorized to transaet any business in this 
state unless it lawfully had authority to transact such 
business as such an association immediately prior to the 
effective date of this code. 


(2) No new benevolent association shall hereafter be 
organized or formed in this state. 


(3) No association formed or existing under the laws 
of any other state or jurisdiction shall be authorized to 
transact business in this state. 


Section 527. Amendments filed with commissioner. 
Each benevolent association shall promptly file with the 
commisstoner a copy, certified to by its president and 
secretary, of each of the following: 


{1} If incorporated, any amendment of articles of 
incorporation or of bylaws; 


(2) If not ineorporated, any amendment of articles 


of association, of agreement or of rules or agreements 
with its members. 
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(3) Any modification of its form of membership con- 
tracts. 


Section 528. Officers —Number— Bond. (1) Each 
benevolent association shall be in the charge of its of- 
ficers, and shall not have more than five (5) officers. 


(2) The treasurer and any other officer having charge 
of any funds of a benevolent association shall each be 
bonded in the amount of one thousand dollars ($1,000), 
executed to the State of Montana, joint and several, for 
the use and benefit of the members or beneficiaries of 
such association. Each such bond shall be on file in the 
principal office and address of the association and a 
certified copy thereof must be filed with the commis- 
sioner. 


Section 529. Agents— License. Agents for any ben- 
evolent association may be appointed in accordance with 
chapter 8 of this code, and shall be subject to the ap- 
plicable provisions of such chapter, except as provided in 
section 530. No such agent may be appointed if there 
are less than three (3) officers in charge of the asso- 
elation. 


Section 530. Officers as agents. Not exceeding five 
(5) officers of any benevolent association may act for 
the association without obtaining a license as an agent. 
Such officers shall be subject to the jurisdiction of the 
commissioner in the same manner as though they were 
licensed as agents under chapter 8 of this code. 


Section 531. Receipts for payment to association. 
Every benevolent association shall issue a receipt or other 
evidence of payment to each person making a payment 
of any kind to the association. 


Section 532. Minimum membership, Each benevolent 
association shall have at all times not less than two hun- 
dred (200) members in good standing. 


Section 533. Expenses — Assessment for expenses — 
Shown in annual statement. (1) The total expenses of 
any benevolent association during any calendar year 
shall not exceed the larger of the following: 


(a) Ten pereent (10%) of the total amount received 
during such year, whether as assessments, dues, donations 
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or by whatever name ealled, except fees collected for new 
memberships; or 


(b) Fifteen dollars ($15) per death loss incurred 
during such year. 


(2) Such an association may, instead of providing for Assessments 
expenses as in subsection (1) above, assess each of its 
members for expenses at an amount not to exceed three 
dollars ($3) per calendar year, except that such assess- 
ment shall not exeeed four dollars ($4) per year where 
a membership certificate includes within its protection a 
family group consisting of two (2) or more persons. The 
proceeds of such assessments shall be placed in an ex- 
pense fund ont of which all of the expenses of the asso- 
ciation for such year shall be paid. The association shall 


show the condition of such expense fund in its annual 
statement. 


(3) The asssociation shall state in its annual state- Annual statement 
ment whether the expenses as to be shown in its next method.” 
aunual statement will be determined as in subsection 
(1) above, or whether the members will be assessed for 
the same as in subsection (2) above. No association shall 


use both methods, nor a combination of such methods. 


Section 534. Payment of death claims. {1} Each root of ctaim 
completed proof of elaim for death of a Member of a “““8ne¢ number. 
benevolent association shall be assigned a number by the 


association in conseeutive order of receipt for each eal- 
endar year. 


(2) Payment in full on final settlement of death bene- Payment of 
fits shall be made by the association to the legal heir Cr ae 
or heirs, or the designated beneficiary or besefic aries 
within twenty (20) days after the expiration date stated 
In the association’s notice referred to in section 535 


(1) (e). 


Section 535. Assessment for death benefit — Notice— 
Procedure. 


(1) Within thirty (30) days after a benevolent aSso- Assessment 
elation recelves a completed proof of claim for cleath of time, ‘notice 
a member, it must mail to each of its Members in good 
standing an assessment notice stating: ‘ 
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(a} The name, date and place of death of the de- 
ceased member; 


{b) The number of the proof of death claim assigned 
thereto by the asssociation ; 


(c} The amount of the assessment and the expiration 
daie of the assessment payment; and 


{d) The number of members in good standing to 
whom such notices are being sent, as computed from the 
last completed assessment. 


(2) At the time of mailing the assessment notice re- 
quired by (1) above, the association shall send a dupli- 
cate thereof to the commissioner for filing, together with 
information as to the mailing of the notice to members. 


Seetion 536. Annual statement. (1) In addition to 
compliance with section 65 of this eode, the annual state- 
ment of a benevolent asssociation shall exhibit the follow- 
ing items and facts: 


(a) The name and business address of the association. 


(b) The names and addresses of the officers of the 
association, 


(e) The number of membership contracts in force at 
the commencement of the year and the number of mem- 
berships in good standing at the close of the year for 
which the statement is made. This provision is also ap- 
plicable to each sub-group or elass, if any, of the asso- 
ciation. 


{d) The number of death losses claimed; the number 
and total amount of death losses paid; the number of 
death claims compromised, denied or resisted, and rea- 
sons therefor. 


(e) The number of assessments In the association and 
in each sub-group or class, if any; the amount collected 
in each such assessment; income to the benevolent asso- 
ciation from all other sources; and all other fees, assess- 
ments, donations, of any kind or nature, except new 
membership fees from new members. 


(f) The expenses actually incurred during the year; 
debts unpaid at the commencement of the year; debts 


—1030— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


and obligations of any kind (not including death losses 
actually paid) incurred during the year: debts unpaid 
at the close of the Year; a breakdown of expenses to 
show the amount paid in salaries or commissions, of- 
fice expense and other expenses, in those cases where 
members of the benevolent asssociation are assessed for 
operating expenses of such association. 


(g} Whether the association has comphed with all 
of the provisions of sections 533 and 534 of this chapter. 


(h) The information re uired by : 7 ; 
chapter. t y section 533 of this 


(2) Two (2) officers of the association shall aitest 
under oath to the truth of the facts contained in the 
annual statement. At least one of such officers must have 
charge of making up the statement. 


(3) A copy of the annual statement certified by the 
commissioner must be filed before the first day of ‘April 
each year by the association in the office of the county 


clerk of the county in which the business office of the 
association is located. 


Section 537 . Other provisions applicable. In addition 
to the Provisions contained in this chapter, other chapters 
and provisions of this code shall apply to benevolent 
associations, to the extent applicable, as follows: 


(1) Chapter 1 (scope of code). 
(2) Chapter 2 (the commissioner of Insurance), 


(3) The following sections of chapter 3 (authoriza- 
tion of insurers and general requirements) : 


(a) Section 46 “p 7 . 
general). ‘certificate of authority required; in 


(b) Seetion 50 (name of insurer). 
{e) Section 55 (management and affiliations). 


(d) Seetion 58 (continuance, expiration, reinstate- 
ment and amendment of certificate of authority), 


(e) Section 59 (mandatory revocati ; 
«ge “OTS cation, su i 
certificate of authority) Spension of 


—1031— 


CHAPTER 286 


Copy filed with 


Other provisions 


CHAPTER 286 


“Reciprocal” 
imsurance 
defined. 


SESSION LAWS 
(f} Section 60 (suspension or revocation for viola- 
tions and special grounds). 


{e) Section 61 (notice of suspension or revocation ; 
effect upon agent’s authority). 


(h) Section 62 (duration of suspension ; insurer’s ob- 
ligations; reinstatement). 


(i) Section 63 (commissioner attorney for service of 
process). 


(j) Section 64 (serving process; time to plead). 


(4) The following provisions of chapter 9 (assets and 
liabilities) : 


(a) Section 82 (‘‘assets’’ defined). 

(b) Section 84 (assets not allowed). 

(5) Section 130 (prohibited investments). 
(6) Chapter 10 (trade practices and frauds). 
(7) Chapter 12 (the insurance contract). 


(8) The following sections of chapter 22 (organiza- 
tion and corporate procedures of domestic stock and 
mutual insurers) : 


(a) Section 440 (prohibited peeuniary interest of of- 
ficials}. 


(b) Section 442 (home office and records; penalty 
for unlawful removal of records). 


(e) Seetion 443 (vouchers for expenditures). 


(d) Section 466 (mutual member’s share of assets on 
liquidation). 


(e) Section 467 (extinguishment of unused corporate 
charters). 
(9) Chapter 26 (rehabilitations and liquidations). 
CHAPTER 25 — RECIPROCAL INSURERS 


Section 538. ‘‘Reciprocal’’ insurance defined. ‘‘Recip- 
rocal’’ insuranee is that resulting from an interexchange 
among persons, known as ‘‘subscribers,’’ of reciprocal 
agreements of indemnity, the interexchange being effec- 
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tuated throngh an “‘attorney-in-fact’’ common to all such 
persons. 


Section 539. ‘‘Reciprocal imsurer’’ defined. A ‘‘re- 
eiprocal insurer’’ means an unincorporated aggregation 
of subscribers operating individually and collectively 
through an attorney-in-fact to provide reciprocal insur- 
anee among themselves. 


Section 540. Scope of chapter — Existing insurers. 
(1) All authorized reciprocal insurers shall be governed 
by those sections of this chapter not expressly made ap- 
plicable to domestic reciprocals. 


(2) Existing authorized reciprocal insurers shall after 
the effective date of this code comply with the provisions 
of this chapter, and shall make such amendments to their 
subscribers’ agreement, power of attorney, policies and 
other doeuments and accounts and perform such other 
acts as may be required for such compliance. 


Section 541. Insuring powers of reciprocals. (1) A 
reciprocal insurer may, upon qualifymeg therefor as pro- 
vided for by this code, transact any kind or kinds of 
insurance defined by this code, other than life or title 
insurances. 


(2) Such an insurer may purchase reinsurance, and 
may grant reinsurance as to any kind of insurance it is 
authorized to transact. 


Section 542. Name, suits. A reciprocal insurer shall: 
(1) Have and use a business name. The name shall in- 
elude the word ‘‘reciprocal,’’ or “interinsurer,’’ or ‘‘in- 
terinsuranee,’’ or ‘‘exchange,’’ or ‘‘underwriters,’’ or 
‘‘underwriting.”’ 


{2} Sue and be sued im its own name. 


Section 543. Attorney. (1) ‘‘Attorney,’’ as used in 
this chapter refers to the attorney-in-fact of a reciproeal 
insurer. The attorney may be an individual, firm or 
corporation. 


(2) The attorney of a foreign or alien reciprocal in- 
surer, which insurer is duly authorized to transact in- 
surance in this state, shall not, by virtue of discharge of 
its duties as such attorney with respeet to the insurer's 
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transactions in this state, be thereby deemed to be doing 
business in this state within the meaning of any laws of 
this state applying to foreign firms or corporations. 


Section 544. Surplus funds required. (1) A domestie 
reciprocal insurer hereunder formed, if it has otherwise 
complied with the applicable provisions of this code, may 
be authorized to transact insurance if it has and there- 
after maintains surplus funds as follows: 


(a) To transact property insurance, surplus funds of 
not less than two hundred thousand dollars ($200,000) ; 


(b) To transact casualty insurance, (other than work- 
men’s compensation) surplus funds of not less than two 
hundred thousand dollars ($200,000). 


(2) In addition to surplus required to be maintained 
under subsection (1) above, the insurer shall have, when 
first so authorized, expendable surplus in amount as re- 
quired of a ke foreign reciprocal insurer under section 
53. 

(3) A domestic reciprocal insurer may be authorized 
to transact additional kinds of imsurance if it has other- 
wise complied with the provisions of this code therefor 
and possesses and so maintains surplus funds in amount 
equal to the minimum capital stock required of a stock 
insurer for authority to transact a like combination of 
kinds of insurance. 


Section 545. Organization of reciprocal insurer. (1) 
Twenty-five (25) or more persons domiciled in this state 
may organize a domestic reciprocal insurer and make 
application to the commissioner for a certificate of au- 
thority to transact insurance. 


(2) The proposed attorney shall fulfill the require- 
ments of and shall execute and file with the commissioner 
when applying for a certificate of authority, a declara- 
tion setting forth: 


(a) The name of the insurer; 


(b) The location of the insurer’s principal office, 
which shall be the same as that of the attorney and shall 
be maintained within this state ; 


(c) The kinds of insurance proposed to be transacted; 
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(d) The names and addresses of the original sub- 
seribers ; 


(e) The designation and appointment of the proposed 
attorney and a copy of the power of attorney ; 


(f) The names and addresses of the officers and di- 
rectors of the attorney, if a corporation, or its members, 
if a firm; 


(g) The powers of the subscribers’ advisory com- 
mittee; and the names aud terms of office of the mem- 
bers thereof; 


(h} That all monies paid to the reciprocal shall, after 
deducting therefrom any sum payable to the attorney, 
be held in the name of the insurer and for the purposes 
specified in the subseribers’ agreement; 


(i) A eopy of the subseribers’ agreement ; 


{j) A statement that each of the original subscribers 
has in good faith applied for insurance of a kind pro- 
posed to be transacted, and that the insurer has received 
from each such subscriber the full premium or premium 
deposit required for the policy applied for, for a term of 
not less than six (6) months at an adequate rate there- 
tofore filed with and approved by the commissioner ; 


(k) <A statement of the financial condition of the in- 
surer, a schedule of its assets, and a statement that the 
surplus as required by section 544 of this code is on 
hand; and 


(1} <A copy of each policy, endorsement and applica- 
tion form it then proposes to issue or use. 


Such declaration shall be acknowledged by the at- 
torney in the manner required for the acknowledgment 
of deeds. 


Section 546. Certificate of authority. (1) The cer- 
tificate of authority of a reciprocal insurer shall be 
issued to its attorney in the name of the insurer. 


(2) The commissioner may refuse, suspend or revoke 
the certificate of authority, in addition to other grounds 
therefor, for failure of the attorney to comply with any 
provision of this code. 
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Section 547. Power of attorney. (1) The rights and 
powers of the attorney of a reciprocal insurer shall be as 
provided in the power of attorney given it by the sub- 
seribers. 


(2) The power of attorney must set forth: 
(a) The powers of the attorney ; 


{b) That the attorney is empowered to accept service 
of process on behalf of the insurer in actions against the 
insurer upon contracts exchanged ; 


(c) The general services to be performed by the 
attorney ; 


(ad) The maximum amount to be deducted from ad- 
vance premiums or deposits to be paid to the attorney 
and the general items of expense in addition to losses, 
to be paid by the insurer; and 


(e) Except as to nonassessable policies, a provision 
for a coutingent several liability of each subscriber in 
a specified amount which amount shall be not less than 
one {1} nor more than ten (10) times the premium or 
premium deposit stated in the poliey. 


(3) The power of attorney may: 


(a) Provide for the right of substitution of the at- 
torney and revoeation of the power of attorney and 
rights thereunder ; 


{b) Impose such restrictions upon the exercise of the 
power as are agreed upon by the subscribers ; 


(c} Provide for the exercise of any right reserved 
to the subseribers directly or through their advisory 
eommittee; and 


-(d) Contain other lawful provisions deemed advis- 
able. 


(4) The terms of any power of attorney or agree- 
ment collateral thereto shall be reasonable and equitable, 
and no such power or agreement shall be used or be ef- 
fective as to a domestic reciprocal insurer until approved 
by the commissioner. 
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Section 548. Modifications. Modifications of the 
terms of the subscribers’ agreement or of the power of 
attorney of a domestic reciprocal insurer shall be made 
jointly by the attorney and the subscribers’ advisory 
committee. No such modifteation shall be effective retro- 
actively, nor as to any insurance contract issued prior 
thereto. 


Section 549. Attorney’s bond. (1) Concurrently with 
the filing of the declaration provided for in section 545, 
the attorney of a domestie reciprocal imsurer shall file 
with the commissioner a bond in favor of this state for 
the benefit of all persons damaged as a result of breach 
by the attorney of the conditions of his bond as set forth 
in subseetion (2) hereof. The bond shall be executed 
by the attorney and by an authorized corporate surety, 
and shall be subject to the commissioner’s approval. 


(2) The bond shall be in the penal sum of twenty- 
five thousand dollars {$25,000}, aggregate in form, con- 
ditioned that the attorney will faithfully account for all 
monies and other property of the insurer coming into his 
hands, and that he will not withdraw or appropriate to 
his own use from the funds of the insurer, any monies 


or property to which he is not entitled under the power 
of attorney. 


(3) The bond skall provide that it is not subject to 
eancellation unless thirty (80) days’ advance notice in 
writing of cancellation is given both the attorney and 
the conlmissioner. 


Section 550. Action on bond. Action on the attorney’s 
bond or to recover against any such deposit made in lieu 
thereof may be brought at any time by one or more 
subseribers suffering loss through a violation of its con- 
ditions, or by a receiver or liquidator of the insurer. 
Amounts recovered on the bond shall be deposited in and 
become part of the insurer’s funds. The total aggregate 
liability of the surety shall be limited to the amount of 
the penalty of such bond. 


Section 551. Annual statement. {1} The annual 


statement of a reciprocal insurer shall be made and 
filed by its attorney. 


(2) The statement shall be supplemented by such in- 


—1037— 


CHAPTER 286 


Modifications 
by atlorney | 
and advisory '" 
committee. 


Attorney’s bond 
Tequired. 


Amount of bond— 
conditions. 


Time for 


cancellation. 


Action on bond. 


Annual 
statement 
Tequired. 


CHAPTER 286 


Commissioner 
may require 
supplements. 


Contributions 
to recipro 
insurer, 


Approval of 
commissioner. 


Method of 
determining 
financial 
condition. 


Subscribers” 
qualifications. 


SESSION LAWS 


formation as may be required by the commissioner rela- 


tive to the affairs and transactions of the attorney inso- 
far as they relate to the reciprocal imsurer. 


Section 552. Contributions to insurer. The attorney 
or other parties may advance to a domestic reciprocal 
insurer upon reasonable terms such funds as it may re- 
quire from time to time in its operations. Sums so ad- 
vanced shall not be treated as a liability of the insurer, 
and, except upon liquidation of the insurer, shall not be 
withdrawn or repaid except out of the insurer's realized 
earned surplus in exeess of its minimum required sur- 
plus. No such withdrawal or repayment shall be made 
without the advance approval of the commissioner. This 
section does not apply to bank loans or to loans for which 
security is given. 

Section 553, Financial condition — Method of deter- 
mining. In determining the financial condition of a re- 
ciprocal insurer the commissioner shall apply the follow- 
ing rules: 


(1) He shall charge as liabilities the samie reserves a8 
are required of incorporated insurers issuing nonassess- 
able policies on a reserve basis. 


(2) The surplus deposits of subscribers shall be al- 
lowed as assets, except that any premium deposits de- 
linquent for ninety (90) days shall first be eharged 
against such surplus deposit. 


(3) The surplus deposits of subscribers shall not be 
charged as a liability. 


(4) All premium deposits delinquent less than ninety 


(90) days shall be allowed as assets. 


(5) An assessment levied upon subscribers, and not 


collected, shall not be allowed as an asset. 


(6) The contingent liability of subscribers shall not 


be allowed as an asset. 


(7) The computation of reserves shall be based upon 
premium deposits other than membership fees and with- 
out any deduction for expenses and the compensation of 


the attorney. 


Section 554. Who may be subscribers. Indviduals, 
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partnerships, and corporations of this state may make 
application, enter into agreement for and hold policies 
or contracts in or with and be a subseriber of any do- 
mestic, foreign, or alien reciprocal insurer. Any corpora- 
tion now or hereafter organized under the laws of this 
state shall, im addition to the rights, powers, and fran- 
chises specified in its articles of incorporation, have full 
power and authority as a subscriber to exchange insur- 
anee contracts through such reciprocal insurer. The 
right to exchange such contracts is hereby declared to 
be incidental to the purposes for which such corpora- 
tions are organized and to be as fully granted as the 
rights and powers expressly conferred upon such eorpo- 
rations. Government or governmental agencies, state or 
political subdivisions thereof, boards, associations, estates, 
trustees or fiduciaries are authorized to exchange non- 
assessable reciprocal interinsuranee contracts with each 
other and with mdividuals, partnerships and corporations 
to the same extent that individuals, partnerships and 
corporations are herein authorized to exchange reciprocal 
interinsurance econtraets. Any officer, representative, 
trustee, receiver, or legal representative of any such sub- 
seriber shall be recognized as acting for or on its behalf 
for the purpose of such contract but shall not be per- 
sonally liable upon such contract by reason of acting in 
such representative capacity. 


Section 555. Subscribers’ advisory committee. (1) The 
advisory committee of a domestic reciprocal msurer ex- 
ercising the subscribers’ rights shall be selected under 
such rules as the subseribers adopt. 


(2) Not less than two-thirds of such committee shall 
be subscribers other than the attorney, or any person 
employed by, representing, or having a financial interest 


in the attorney. 


(3) The committee shall: 
(a) Supervise the finanees of the insurer; 


(b) Supervise the insurer’s operations to such extent 


as to assure conformity with the subscribers’ agreement 
and power of attorney; 


(ec) Procure the audit of the accounts and records of 
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the insurer and of the attorney at the expense of the 
insurer ; and 


(d) Have such additional powers and functions as 
may be conferred by the subscribers’ agreement. 


Liability of Seetion 556. Subscribers’ liability. (1) The liability 


tee a of each subscriber, other than as to a nonassessable policy, 
for the obligations of the reciprocal insurer shall be an 
individual, several and proportionate liability, and not 
joint. ; 

Contingent (2) Except as to a nonassessable policy, each sub- 

fability. seriber shall have a contingent assessment liability, 1 


the amount provided for m the power of attorney or In 
the subscribers’ agreement, for payment of actual losses 
and expenses incurred while his policy was in force. 
Such contingent liability may be at the rate of not less 
than one (1) nor more than ten (10) times the premium 
or premium deposit stated in the poliey, and the maximum 
ageregate thereof shall be computed in the manner set 
forth in section 558 of this chapter. 


(3) Each assessable policy issued by the insurer shall 
eontain a statement of the contingent liability. 


Seetion 557. Subscribers’ liability on judgment. (1) 
No action shall lie against any subscriber upon any obhi- 
vation claimed against the insurer until a final judgment 
= . . . a 
las been obtained against the msurer and remains un 
satisfied for thirty days. 


Policy must 
contain statement. 


Liability 
on judgment. 


Proportionate (2) Any such judgment shall be binding upon each 

ae subscriber only in such proportion as his interests may 
appear and in amount not exceeding his contingent li- 
ability, if any. 

Assessments Seetion 558. Assessments. (1) Assessments may from 

copemal time to time be levied upon subseribers of a domestic 
reciprocal insurer liable therefor tunder the terms of their 
policies by the attorney upon approval in advanee by the 
subseribers’ advisory committee and the commissioner ; 
or by the commissioner in liquidation of the msurer. 

Computation (2) Each subscriber’s share of a deficiency for which 

subscribers’ share 


made, but not exceeding in any event 
as stated in accordance 


of deficiency. an assessment is 


his aggregate contingent thabilbty 


with seetion 556 of this chapter, shall be computed by 
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applying to the premium earned on the subscriber's 
policy or policies during the period to be covered by the 
assessment, the ratio of the total deficiency to the total 
premium: earned during such period upon all policies 
subject to the assessment. 


(3) In computing the earned premiums for the pur- 
poses of this section, the gross premium received by the 
insurer for the pcliey shalt be used as a base, deducting 
there.rom solely charges not recurring upon the renewal 
or exten:-ion of the policy. 


(4) No subseriber sliall have an offset against any 
assessmeut for which he is liable, on aceount of any 
eam for unearned premium or losses payable. 


Section 559. Time limit for assessments. Every sub- 
seriber of a domestic reciprocal insurer having contimgent 
liability shall be liabie for, and shall pay his share of 


any assessment, as computed and limited in accordance 
with this chapter, if: 


(1) While his policy is in foree or within one year 
after its termination, he is notified by either the at- 
torney or the commissioner of his intentions to levy such 
assessment, or 


(2) An order to show cause why a receiver, conser- 
vator, rehabilitator or liquidator of the insurer should 
not be appointed is issued while his policy is in force or 
within one year after its termination. 


Section 560. Aggregate liability. No one policy or 
subscriber as to such policy, shall be assessed or charged 
with an aggregate of contingent liability as to obliga- 
tions incurred by a domestic reciprocal insurer in any 
one calendar year, in excess of the amount provided for 
in the power of attorney or in the subscribers’ agree- 


ment, computed solely upon premium earned on such 
pohey during that year. 


Section 561. Nonassessable policies. (1) If a recip- 
rocal insurer has a surplus of assets over all liabilities 
at least equal to the minimum capital stock required of a 
domestic stock insurer authorized to transact like kinds 
of insurance, upon application of the attorney and as 
approved by the subscribers’ advisory committee the 
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commissioner shall issue his certificate authorizing the 
insurer to extinguish the contingent liability of sub- 
seribers under its policies then in force in this state, and 
to omit provisions imposing contingent lability in ail 
policies delivered or issued for delivery in this state for 
so long as all such surplus remains unimpaired. 


(2) Upon impairment of such surplus, the commis- 
sioner shall forthwith revoke the certificate. Such revo- 
cation shall not render subject to contingent liability 
any policy then in force and for the remainder of the 
period for which the premium has theretofore been paid ; 
but after such revocation no policy shall be issued or 
renewed without providing for contingent assessment 
liability of the subscriber. 


(3) The commissioner shall not authorize a domestic 
reciprocal insurer so to extinguish the contingent ie 
ability of any of its subscribers or in any of its policies 
to be issued, unless it qualifies to and does extinguish 
such liability of all its subseribers and m all such policies 
for all kinds of insurance transacted by it. ‘Except, that 
if required by the laws of another state In which the 
insurer is transacting Insurance 4s an authorized in- 
surer, the insurer may issue policies providing for the 
contingent liability of such of its subscribers as may 
acquire such policies in such state, and need a ex- 
tinguish the contingent liability applicable to pozlcies 
theretofore in force in such state. 


Seetion 562. Distribution of savings. A reciprocal in- 
surer may from time to time return to its subseribers 
any unused premiums, savings or credits accruing be 
their accounts. Any such distribution shall not unfairly 
discriminate between classes of risks, or policies, or be- 
tween subscribers, but this shall not prevent retrospec- 
tive rating, nor distribution on a retrospective plan, nor 
distribution varying as to classes of subseribers based 
on the experience of such subscribers. 


Section 563. Subscribers’ share in assets, Upon the 
liquidation of a domestic reciprocal insurer, 1ts assets 
remaining after discharge of its indebtedness and policy 


obligations, the return of any contributions of the at~ 


torney or other persons to its surplus made as provided 


in section 552 of this chapter, and the return of any: 
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unused premium, savings, or credits then standing on 
subseribers’ accounts, shall be distributed to its sub- 
scribers who were such within the twelve (12) months 
prior to the last termination of its certificate of author- 


ity, according to such reasonable formula as the commis- 
sioner may approve. 


Section 564. Merger or conversion. (1) A domestic 
reciprocal insurer upon affirmative vote of not less than 
two-thirds of its subscribers who vote on such merger 
pursuant to due notice and the approval of the commis- 
sioner of the terms therefor, may merge with another 


reciprocal insurer or be converted to a stock or mutual 
insurer. 


(2) Such a stock or mutual insurer shall be subject 
to the same eapital or surplus requirements and shall 
have the same rights as a like domestic insurer tran- 
sacting like kinds of insurance. 


(3) The commissioner shall not approve any plan 
for such merger or conversion which is inequitable to 
subscribers, or which, if for conversion to a stoek in- 
surer, does not give each subscriber preferential right 
to acquire stock of the proposed insurer proportionate 
to his interest in the reciprocal insurer as determined 
in accordance with section 563 of this chapter and a 


reasonable length of time within which to exercise such 
right. 


Section 565. Impaired reciprocals. (1) If the assets 
of a reciprocal insurer are at any time insufficient to 
discharge its liabilities, other than any liability on account 
of funds contributed by the attorney or others, and to 
maintain the required surplus, its attorney shall forth- 
with make up the deficiency or levy an assessment upon 
the subseribers for the amount needed to make up the 
deficiency ; but subject to the limitation set forth in the 
power of attorney or policy. 


(2) If the attorney fails to make up such deficiency 
or to make the assessment within thirty (30) days after 
the commissioner orders him to do so, or if the deficiency 
is not fully made up within sixty days after the date 
the assessment was made, the msurer shall be deemed 


insolvent and shall be proceeded against as authorized 
by this code. 
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(3) If liquidation of such an imsurer is ordered, an 
assessment shall be levied upon the subscriber for such 
an amount, subject to limits as provided by this chapter, 
as the commissioner determines to be necessary to dis- 
charge all liabilities of the insurer, exclusive of any 
funds contributed by the attorney or other persons, 
but including the reasonable cost of the liquidation. 


CHAPTER 26— 
REHABILITATION AND LIQUIDATION 


Section 566. Definitions. For the purpose of this 
chapter : 


(1) ‘‘Impairment”’ or ‘Cinsolvency.’’ The capital i 
a stock insurer or the surplus of a mutual or reeiproca 
insurer, shall be deemed to be impaired and the insurer 
shall be deemed to be insolvent, when such insurer : 
not possessed of assets at least equal to all Laan = 
required reserves together with its total issued and out- 
standing capital stock if a stock insurer, or the See 
surplus if a mutual or reciprocal insurer required by 
this code to be maintained for the kind or kinds of in- 
surance it is then authorized to transact. 


(2) ‘‘Snsurer’’ means any person, firm, corporation, 
association or aggregation of persons doing an Insurance 
business and subject to the insurance supervisory au- 
thority of, or to liquidation, rehabilitation, reorganiza- 
tion or conservation by the commissioner or the equiva- 


lent insurance supervisory official of another state. 


(3) ‘‘Delinquency proceeding’’ means any proceeding 
commenced against an insurer pursuant to this chapter 
for the purpose of liquidating, rehabilitatmg, reorgamiz- 
ing or conserving such insurer. 

(4) ‘State’? means any state of the United States and 
also the District of Columbia, Alaska, Hawan and Puerto 
Rico. 


(5) ‘‘¥oreign country’? means territory not in any 
state. 

(6) ‘‘Domiciliary state’? means the state in which an 
insurer is incorporated or organized, or In the case of 


an insurer incorporated or organized in a foreign coun- 
try, the state in which such insurer, having become au- 
3 
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thorized to do business in such state, has at the com- 
mencement of delinquency proceedings, the largest 
amount of its assets held in trust and assets held on 
deposit for the benefit of its policyholders or policyholders 
and creditors in-the United States, and any such insurer 
is deemed to be domiciled in such state. 


(7) ‘‘ Ancillary state’? means any state other than a 
domiciliary state. 


(8) ‘‘Reciprocal state’? means any state other than 
this state in which in substance and effect the provisions 
of the uniform insurers Hquidation act, as defined in 
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section 586 of this code, are in force, ineluding the pro- | 


visions requiring that the commissioner of insurance or 
equivalent insurance supervisory official be the receiver 
of a delinquent insurer. 


(9) ‘*General assets’’ means all property, real, per- 
sonal, or otherwise, not specifically mortgaged, pledged, 
deposited or otherwise encumbered for the security or 
benefit of specified persons or a limited class or classes 
of persons, and as to such specifically encumbered prop- 
erty the term includes all such property or its proceeds 
in exeess of the amount necessary to discharge the sum 
or sums secured thereby. Assets held in trust and 
assets held on deposit for the security or benefit of all 
policyholders or ali policyholders and creditors in the 
United States shall be deemed general assets. 


(10} ‘‘Preferred claim’’ means any claim with respect 
to which the law of the state or of the United States 


aceords priority of payments from the general assets 
of the insurer. 


(11) ‘‘Special deposit claim’’ means any claim se- 
eured by a deposit made pursuant to statute for the 
security or benefit of a limited class or classes of per- 
sons, but not including any general assets. 


(12) ‘‘Secured claim’’ means any claim secured by 
mortgage, trust deed, pledge, deposit as security, escrow 
or otherwise, but not cluding special deposit claim or 
claims against general assets. The term also includes 
claims which more than four months prior to the com- 
mencement of delinquency proceedings in the state of 
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the insurer’s domicile have become liens upon specific 
assets by reason of judicial process. 


{13) ‘‘Receiver’’ means receiver, liquidator, rehabili- 
tator or conservator as the context may require. 


Section 567, Jurisdiction of delinquency proceedings 
— Venue --~ Exclusiveness of remedy — Appeal. (1) The 
district court is vested with exclusive original jurisdie- 
tion of delinguency proceedings under this chapter, and 
is authorized to make all necessary and proper orders 
to carry out the purposes cf this chapter. 


{2) The venue of delinquency proceedings against a 
domestic insurer shall be in the county of the insurer’s 
principal place of business. The venue of such proceed- 
ings against foreign and alien insurers shall be in Lewis 
and Clark county. 


{3} Delinquency proceedings pursuant to this chap- 
ter shall constitute the sole and exclusive method of 
liquidating, rehabilitating, reorganizing or conserving 
an insurer, and no court shall entertain a petition for 
the commencement of such proceedings unless the same 
has been filed In the name of the state on the relation 
of the commissioner. 


(4) An appeal shall lie to the supreme court from 
an order granting or refusing rehabilitation, hquidation, 
or conservation, and from every other order in delin- 
quency proceedings having the character of a final order 
as to the particular portion of the proceedings embraced 
therein. 


Section 568. Commencement of delinquency proceed- 
ings, The commissioner shall commence any such pro- 
ceedings by application te the court for an order direct- 
ing the insurer to show cause why the commissioner 
should not have the relief prayed for. On the return of 
such order to show cause, and after a full hearing, the 
court shall either deny the application or grant the ap- 
plication, together with such other relief as the nature 
of the case and the interests of the policyholders, cred- 
itors, stockholders, members, subscribers or the public 
may require. 


Section 569. Injunctions. (1) Upon application by 


the commissioner for such an order to show cause, of 
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at any time thereafter, the court may without notice 
issue an injunction restraining the insurer, its offieers, 
directors, stockholders, members, subscribers, agents and 
all other persons from the transaction of its business or 
the waste or disposition of its property until the further 
order of the court. 


(2) The court may at any time during a proceeding 
under this chapter issue such injunctions or orders as 
may be deemed necessary to prevent interference with 
the commissioner or the proceeding, or waste of the assets 
of the insurer, or the commencement or prosecution of 
any actions, or the obtaining of preferences, judgments, 
attachments or other liens, or the making of any levy 
against the imsurer or against its assets or any part 
thereof. 


(3) Notwithstanding any other provision of law, no 
bond shall be required of the commissioner ag a pre- 
requisite for the issuance of any injunction or restrain- 
ing order pursuant to this section. 


Section 570. Grounds for rehabilitation — Domestic 
insurers. The commissioner may apply to the court for 
an order appointing him as receiver of and directing him 
to rehabilitate a domestic insurer upon one or more of 
the following grounds. That the insurer: 


{1) Is impaired or insolvent; 


{2) Has refused to submit any of its books, records, 
accounts or affairs to reasonable examination by the 
commissioner ; 


(3) Has coneealed or removed records or assets or 
otherwise violated section 442 of this code; 


(4) Has failed to comply with an order of the com- 
missioner to make good an impairment of capital or 
surplus or both; 


(5) Has transferred or attempted to transfer sub- 
Stantially its entire property or business, or has entered 
into any transaction the effect of which is to merge sub- 
stantially its entire property or business in that of any 
other insurer without having first obtained the written 
approval of the commissioner ; 
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(6) Has wilfully violated its charter or articles of 
incorporation or any law of this state; 


(7) Has an officer, director or manager who has 
refused to be examined under oath concerming its af- 
fairs ; 

(8) Has been or is the subject of an application for 
the appointment of a receiver, trustee, eustodian or se- 
questrator of the msurer or its property otherwise than 
pursuant to the provisions of this code, but only if such 
appointment has been made or is imminent and its effect 
ig or would be to oust the courts of this state of juris- 


diction hereunder. 


(9) Has consented to such an order through a ma- 
jority of its direetors, stockholders, members or sub- 
geTibers 5 


(10) Has failed to pay a final judgment rendered 
against it in this state upon any Insurance contract issued 
or assumed by it, within thirty (30) days after the judg- 
ment became final or within thirty (30) days after the 
time for taking an appeal has expired, or within thirty 
(30) days after dismissal of an appeal before final ter- 
mination, whichever date is the later. 


Section 571. Grounds for liquidation, The commis- 
sioner may apply to the court for an order appointing 
him as receiver (if his appomtment as receiver shall not 
be then in effect} and directing him to liquidate the 
business of a domestic insurer or of the United States 
branch of an alien insurer having trusteed assets In this 
state, regardless of whether or not there has been a prior 
order directing him to rehabilitate such insurer, upor 
any of the grounds specified in section 570 of this chap 
ter, or if such Insurer: 


; : : P 
(1} Has ceased transacting business for a period 0: 
one year, or 


(2) Ys an insolvent insurer and has commenced vol 
untary liquidation er dissolution, or attempts to com 
mence or prosecute any action or proceeding to liquidat® 
its business or affairs, or to dissolve its corporate char 
ter, or to procure the appointment of a receiver, trus 


z 
tee eustodian or sequestrator under any law excep 
t 


this code. 
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Section 572. Grounds for conservation — Foreign in- 
surers. The commissioner may apply to the court for an 
order appointing him as receiver or ancillary receiver, 
and directing him to conserve the assets within this 


state, of a foreign insurer upon any of the following 
grounds: 


(1) Upon any of the grounds specified in sections 
570 or O71 of this chapter, or 


(2) Upon the ground that its preperty has been 
sequestrated in its domicthary sovereignty or in any 
other sovereignty. 


Section 573. Grounds for conservation— Alien in- 
surers. The commissioner may apply to the court for 
an order appomting him as receiver or ancillary re- 
ceiver, and directing him to conserve the assets within 


this state, of any alien insurer upon any of the follow- 
ing grounds: 


(1) Upon any of the grounds specified in sections 
570 or 571 of this chapter. 


(2) Upon the ground that the insurer has failed to 
comply, within the time designated by the commissioner, 
with an order made by him to make good an impairment 
of its trusteed funds, or 


(3) Upon the ground that the property of the in- 
surer has been sequestrated in its domiciliary sovereignty 
or elsewhere. 


Section 574. Grounds for ancillary liquidation — 
Foreign insurers. The commissioner may apply to the 
court for an order appointing him as ancillary receiver 
of and directing him to liquidate the business of a for- 
eign insurer having assets, business or claims in this 
state upon the appointment in the domiciliary state of 
such insurer of & receiver, liquidator, conservator, re- 
habilitator or other officer by whatever name called for 
the purpose of liquidating the business of such insurer. 


Section 575. Order of rehabilitation — Termination. 
(1) An order to rehabilitate a domestic insurer shall 
direct the commissioner forthwith to take possession of 
the property of the insurer and to conduct the business 
thereof, and to take such steps toward removal of the 
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causes and conditions which have made rehabilitation 
necessary as the court may direct. 


(2) If at any time the commissioner deems that fur- 
ther efforts to rehabilitate the insurer would be useless, 
he may apply to the court for an order of liquidation. 


(3) The commissioner, or any interested person upon 
due notice to the commissioner, at any time may apply 
to the court for an order terminating the rehabilitation 
procecedings and permitting the insurer to resume pos- 
session of its property and the conduet of its business, 
but no such order shall be made or entered except when, 
after a hearing, the court has determined that the pur- 
poses of the proceeeding have been fully accomplished. 


Seetion 576. Order of liquidation— Domestic in- 
surers, (1) An order to liquidate the business of a do- 
mestic insurer shall direct the commissioner forthwith 
to take possession of the property of the insurer, to 
liquidate its business, to deal with the insurer’s property 
and business in his own name as commissioner of insur- 
ance or in the name of the insurer, as the court may 
direct, and to give notice to all creditors who may have 


claims against the Imsurer to present such claims. 
f 


(2) The commissioner may apply for and secure an 
order dissolving the corporate existence of a domestic 
insurer upon his application for an order of liquidation 
of such insurer or at any time after such order has been 
granted. 


Section 577. Order of liquidation — Alien insurers. 
An order to liquidate the business of a United States 
branch of an alien insurer having trusteed assets in this 
state shall be nm the same terms as those prescribed for 
domestic insurers, save and except only that the assets 
of the business of such United States branch shall be the 
only assets included therein. 


Section 578. Order of conservation or ancillary liqui- 
dation of foreign or alien insurers. {1) An order to 
conserve the assets of a foreign or alien insurer shall 
require the commissioner forthwith to take possession 
of the property of the insurer within this state and to 
conserve it, subject to the further direction of the court. 


(2) An order to liquidate the assets in this state of a 
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foreign insurer shall require the commissioner forthwith 
to take possession of the property of the insurer within 
this state and to liquidate it subject to the orders of the 
court and with due regard to the rights and powers of 
the domiciliary receiver, as provided in this chapter. 


Section 579. Conduct of delinquency proceedings 
against domestic and alien insurers. (1) Whenever 
under this chapter a receiver is to be appointed in de- 
linqueney proceedings for a domestic or alien insurer, 
the court shall appoint the commissioner as such re- 
ceiver. The court shall order the commissioner forthwith 
to take possession of the assets of the insurer and to 
administer the same under the orders of the court. 


(2) As a domiciliary receiver, the commissioner shall 
be vested by operation of law with the title to all of the 
property, contracts and rights of action, and all of the 
books and records of the insurer, wherever located, as 
of the date of entry of the order directing him to re- 
habilitate or liquidate a domestic insurer or to liquidate 
the United States branch of an alien insurer domiciled 
in this state, and he shall have the right to recover the 
same and reduce the same to possession; except that 
ancillary receivers in reciprocal states shall have, as to 
assets located in their respective states, the rights and 
powers which are here prescribed for ancillary re- 
ceivers appointed in this state as to assets located in 
this state. 


(3) The filing or recording of the order directing 
possession to be taken, or a certified copy thereof, in 
any office where instruments affecting title to prop- 
erty are required to be filed or recorded shall impart 
the same notice as would be imparted by a deed, bill 
of sale, or other evidence of title duly filed or recorded. 


(4) The commissioner as domiciliary receiver shall 
be responsible for the proper administration of all assets 
coming into his possession or control. The court may 
at any time require a bond from him or his deputies if 
deemed desirable for the protection of such assets. 


(5) Upon taking possession of the assets of an in- 
surer, the domiciliary receiver shall, subject to the di- 
rection of the court, immediately proceed to conduct 
the business of the insurer or to take such steps as are 
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authorized by this chapter for the purpose of rehabili- 
tating, liquidating or conserving the affairs or assets of 
the insurer. 


(6) In eonnection with delinquency proceedings, the 
commissioner may appoint one or more special deputy 
commissioners to act for him and he may employ sueh 
eounsel, clerks and assistants as he deems necessary. 
The compensation of the special deputies, counsel, clerks 
or assistants and all expenses of taking possession of 
the insurer and of conducting the proceedings shall be 
fixed by the receiver, subject to the approval of the 
court, and shall be paid out of the funds or assets of 
the insurer. Within the limits of duties imposed upon 
them, special deputies shall possess all the powers given 
to and, in the exercise of those powers, shall be subject 
to all of the duties imposed upon the receiver with re- 
speet to such proceeedings, 


Section 580. Conduct of delinquency proceedings 
against foreign insurers. (1) Whenever under this chap- 
ter an ancillary receiver is to be appointed in delinqency 
proceedings for an insurer not domiciled in this state, 
the court shall appoint the commissioner as ancillary 
reeeiver. The commissioner shall file a petition request- 
ing the appointment on the grounds set forth in section 
574 of this chapter: 


(a) If he finds that there are sufficient assets of the 
insurer located in this state to justify the appointment 
of an ancillary receiver, or 


(b) If ten or more persons resident in this state 
having claims against such insurer file a petition with 
the commissioner requesting the appointment of such 
ancillary receiver. 


(2) The domiciliary receiver for the purpose of 
liquidating an insurer domiciled in a reciprocal state 
shall be vested by operation of law with the title to all 
of the property, contracts and rights of action, and all 
of the books and records of the insurer located in this 
state, and he shall have the immediate right to recover 
balances due from local agents and to obtain possession 
of any books and records of the insurer found in this 
state. He shall also be entitled to recover the other 
assets of the insurer located in this state, except that 
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upon the appointment of an ancillary receiver in this 
state, the ancillary receiver shall durmg the ancillary 
receivership proceedings have the sole right to recover 
such other assets. The ancillary receiver shall, as soon 
as practicable, liquidate from their respective securities 
those special deposit claims and secured claims which 
are proved and allowed in the ancillary proceedings 
in this state, and shall pay the necessary expenses of 
the proceedings. All remaining assets he shall promptly 
transfer to the domiciliary receiver. Subject to the 
foregoing provisions, the ancillary receiver and his 
deputies shall have the same powers and be subject to the 
same duties with respect to the administration of such 
assets as a receiver of an insurer domiciled in this state. 


(3) The domiciliary receiver of an imsurer domiciled 
in a reciprocal state may sue in this state to recover 
any assets of such insurer to which he may be entitled 
under the laws of this state. 


Section 581. Claims of nonresidents against domestic 
insurers, (1) In a delinqueney proceeding begun in 
this state against a domestic insurer, claimants residing 
in reciprocal states may file claims either with the an- 
cillary receivers, if any, in their respective states, or 
with the domiciliary receiver. All such claims must be 
filed on or before the last date fixed for the filing of 
elaims in the domiciliary delinquency proceedings. 


(2) Controverted claims belonging to claimants re- 
siding in reciprocal states may either: 


{a) Be proved in this state, or 


{b) If ancillary proceedings have been commenced 
in such reciprocal states, may be proved in those pro- 
ceeedings. In the event a claimant elects to prove his 
claim in ancillary proceedings, if notice of the claim 
and opportunity to appear and be heard is afforded the 
domiciliary receiver of this state, as provided in section 
582 of this chapter with respect to ancillary proceedings 
in this state, the final allowance of such claim by the 
courts in the ancillary state shall be accepted in this 
state as conelusive as to its amount and shall also be 
accepted as conclusive as to its priority, if any, against 
special deposits or other security located within the 
ancillary state. 
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Section 582. Claims against foreign insurers. (1) In 
a delinquency proceeding in a reciprocal state against 
an insurer domiciled in that state, claimants against such 
insurer who reside within this state may file claims 
either with the ancillary receiver, if amy, appointed in 
this state, or with the domiciliary receiver. All such 
claims must be filed on or before the last date fixed for 
the filing of claims in the domiciliary delinquency pro- 
ceeedings. 


(2) Controverted claims belonging to claimants re- 
siding in this state may either: 


(a) Be proved in the domiciliary state as provided ° 


by the law of that state, or 


(b) If ancillary proceedings have been commenced 
in this state, be proved in those proceedings. In the 
event that any such claimant elects to prove his claim 
in this state, he shall file his claim with the ancillary 
receiver and shall give notice in writing to the receiver 
in the domiciliary state, either by registered mail or by 
personal service at least forty days prior to the date 
set for hearing. The notice shall contain a concise state- 
ment of the amount of the claim, the facts on which the 
claim is based, and the priorities asserted, if any. If the 
domiciliary receiver within thirty days after the giving 
of such notice shall give notice in writing to the an- 
cillary receiver and to the claimant, either by registered 
mail or by personal service, of his intention to con- 
test such claim, he shall be entitled to appear or to be 
represented in any proceeding in this state involving 
adjudieation of the claim. The final allowance of the 
claim by the courts of this state shall be accepted as 
conclusive as to its amount and shall also be accepted 
as conclusive as to its priority, if any, against special 
deposits or other security located within this state. 


Section 583. Form of claim — Notice — Hearing. (1) 
All claims against an insurer against which delinquency 
proceedings have been begun shall set forth in reason- 
able detail the amount of the claim, or the basis upon 
which amount can be ascertained, the facts upon which 
the claim is based, and the priorities asserted, if any. All 
such claims shall be verified by the affidavit of the 
claimant, or someone authorized to aet on his behalf and 
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having knowledge of the facts, and shall be supported 
by such documents as may be material thereto. 


(2) All claims filed in this state shall be filed with 
the receiver, whether domiciliary or ancillary, in this 
state, on or before the last date of filing as specified 
in this chapter. 


(3) Within ten days of the receipt of any elaim, or 
within such further period as the court may, for good 
cause shown, fix, the receiver shall report the elaim 
to the court, specifying In such report his reecommenda- 
tion with respect to the action to be taken thereon. 
Upon receipt of such report, the court shall fix a time 
for hearing the claim and shall direct that the claimant 
or the receiver, as the court shall specify, shall give 
such notice as the court shall determine to such persons 
as shall appear to the court to be interested therein. 
All such notiees shall specify the time and place of the 
hearing and shall concisely state the amount and nature 
of the claim, the pricrities asserted, if any, and the 
recommendation of the receiver with reference thereto. 


(4) At the hearing, all persons interested shall be 
entitled to appear and the court shall enter an order 
allowing, allowing in part, or disallowing the claim. Any 
such order shall be deemed to be an appealable order. 


Section 584. Priority of certain claims. (1) In a 
delinquency proceeding against an insurer domiciled in 
this state, claims owing to residents of ancillary states 
shall be preferred claims if like claims are preferred 
under the laws of this state. All such claims owing to 
residents or nonresidents shall be given equal priority 
of payment from general assets regardless of where such 
assets are located. 


(2) In a delinquency proceeding against an insurer 
domiciled in a reciprocal state, claims owing to resi- 
dents of this state shall be preferred if like claims are 
preferred by the laws of that state. 


(3} The owners of special deposit claims against an 
insurer for which a receiver is appointed in this or any 
other state shall be given priority agamst their several 
special deposits in accordance with the provisions of the 
statutes governing the creation and maintenance of such 
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deposits, If there is a deficiency in any such deposit so 
that the claims secured thereby are not fully discharged 
therefrom, the claimants may share In the general assets, 
but such sharing shall be deferred until general creditors, 
and also claimants against other special deposits who 
have received smaller percentages from their respective 
special deposits, have been paid percentages of their 
claims equal to the pereentage paid from the special 
deposit, 


(4} The owner of a secured claim against an insurer 
for which a receiver has been appointed in this or any 
other state may surrender his seeurity and file his clarm 
as a general creditor, or the claim may be discharged 
by resort to the seeurity, in which case the deficiency, 
if any, shall be treated as a claim against the general 
assets of the insurer on the same basis as claims of un- 
secured creditors. If the amount of the deficiency has 
been adjudicated m ancillary proceedings as provided 
in this chapter, or if it has been adjudicated by a court 
of competent jurisdiction in proceedings in which the 
domiciliary receiver has had notice and opportunity to 
be heard, such amounts shall be conclusive; otherwise 
the amount shall be determined in the delingueney pro- 
ceeding in the domiciliary state. 


Section 585. Attachment and garnishment of assets. 
During the pendency of delinquency proceedings in this 
or any reciprocal state, no action or proceeding im the 
nature of an attachment, garnishment or execution shall 
be commenced or maintained in the courts of this state 
against the delinquent insurer or its assets. Any len 
obtained for any such action or proceeding within four 
months prior to the commencement of any such delin- 
quency proceeding or at any time thereafter shall be 
void as against any rights arising in such delinquency 
proceeding. 


Section 586. Uniform insurers liquidation act. (1) 
Paragraphs (2} to (13) melusive, of section 566, to- 
gether with sections 568, 569, and 579 through 585 con- 
stitute and may be referred to as the ‘uniform insurers 
liquidation act.’’ . 


(2) The uniform imsurers liquidation act shall be so 
interpreted and construed as to effectuate its general 
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purpose to make uniform the law of those states that 
enact it. To the extent that its provisions when applicable 
conflict with other provisions of this chapter, the pro- 
visions of such act shatl control. 


Section 587. Deposit of monies collected. The monies 
eoliected by the commissioner in a proceeding under 
this chapter shall be from time to time deposited in one 
or more state or national banks, sayings banks or trust 
companies, and in the case of the insolvency or voluntary 
or involuntary liquidation of any such depositary which 
is an institution organized and supervised under the 
laws of this state, such deposits shalt be entitled to 
priority of payment on an equality with any other pri- 
ority given by the banking laws of this state. The com- 
missioner may in his discretion deposit such monies or 
any part thereof in a national bank or trust company 
as a trust fund. 


Section 588. Exemption from fees. The commissioner 
shall not be required to pay any fee to any public officer 
in this state for filing, recording, issuing a transcript 
or certificate or authenticating any paper or instrument 
pertaining to the exercise by the commissioner of any of 
the powers or duties conferrred upon him under this 
chapter, whether or not such paper or instrument be 
executed by the commissioner or his deputies, employees 
or attorneys of record and whether or not it is connected 
with the commencement of any action or proceeding by 
or against the commissioner, or with the subsequent con- 
duet of such action or proceeding. 


Section 589. Borrowing on pledge of assets. For the 
purpose of facilitating the rehabilitation, liquidation, 
conservation or dissolution of an insurer pursuant to 
this chapter, the commissioner may, subject to the ap- 
proval of the court, borrow money and execute, acknowl- 
edge and deliver notes or other evidences of indebtedness 
therefor and secure the repayment of the same by the 
mortgage, pledge, assignment, transfer in trust, or hypo- 
theeation of any or all of the preperty, whether real, 
personal or mixed, of such insurer, and the commissioner 
subject to the approval of the court shall have power to 
take any and all other action necessary and proper to 
cousummate any such loan and to provide for the repay- 
ment thereof. The commissioner shall be under no obli- 
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gation personally or in his official capacity to repay any 
loan made pursuant to this section. 


Section 590. Date rights fixed on liquidation. The 
rights and liabilities of the insurer and of its ereditors, 
policyholders, stockholders, members, subscribers and all 
other persons interested in its estate shall, unless other- 
wise directed by the court, be fixed as of the date on 
which the order directing the liquidation of the insurer 
is filed in the office of the clerk of the court which made 
the order, subject to the provisions of this chapter with 
respect to the rights of claimants holding contingent 


claims. 


Section 591. Voidable transfers. (1) Any transfer 
of, or lien upon, the property of an insurer which is made 
or created within four months prior to the granting of 
an order to show cause under this chapter with the in- 
tent of giving to any creditor a preference or of enabling 
him to obtain a greater percentage of his debt than any 
other creditor of the same class and which is accepted 
by such ereditor having reasonable cause to believe that 


such preference will oceur, shall be voidable. 


(2) Every director, officer, employee, stockholder, 
member, subscriber and any other person acting on be- 
half of such insurer who shall be concerned in any such 
act or deed and every person receiving thereby any 
property of such insurer or the benefit thereof shall be 
personally liable therefor and shall be bound to account 
to the commissioner. 


(3) The commissioner as receiver in any proceeding 
under this chapter may avoid any transfer of or lien upon 
the property of an insurer which any creditor, stock- 
holder, subscriber or member of such insurer might have 
avoided and may recover the property so transferred 
unless such person was a bona fide holder for value prior 
to the date of the entering of an order to show cause 
under this chapter. Such property or its value may be 
recovered from anyone who has received it except a 
bona fide holder for value as herein specified. 


Section 592. Priority of claims for compensation. 
(1) Compensation actually owing to employees other 
than officers of an insurer, for services rendered within 
three months prior to the commencement of a proceeding 
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against the insurer under this chapter, but not exceeding 


five hundred dollars ($500) for each employee, shall be 
paid prior to the payment of any other debt or claim, 
and in the discretion of the commissioner may be paid 
as soon as practicable after the proceeding has been com- 
menced ; except that at all times the commissioner shall 
reserve such funds as will in his opinion be sufficient 
for the expenses of administration. 


(2} Such priority shall be in lieu of any other similar 
priority which may be authorized by law as to wages or 
compensation of such employees. 


Section 593. Offsets. (1) In all cases of mutual debts 
or mutual credits between the insurer and another person 
in connection with any action or proceeding under this 
chapter, such credits and debts shall be set off and the 
balanee only shall be allowed or paid, except as pro- 
vided in subsection (2) below. 


(2) No offset shall be allowed in favor of any such 
person where: 


(a} The obligation of the insurer to such person 
would not at the date of the entry of any liquidation 
order or otherwise, as provided in section 590, entitle 


him to share as a claimant in the assets of the insurer, 
or 


(b) The obligation of the insurer to such person was 
purchased by or transferred to such person with a view 
of its being used as an offset, or 


(e} The obligation of such person is to pay an assess- 
ment levied against the members of a mutual insurer, 
or against the subscribers of a reciprocal insurer, or is 


to pay a balance upon the subscription to the capital stock 
of a stock insurer. 


Section 594. Allowance of certain claims. (1) No 
contingent and unliquidated claim shall share in a dis- 
tribution of the assets of an insurer which has been 
adjudicated to be msolvent by an order made pursuant 
to this chapter, except that such claim shall be consid- 


ered, if properly presented, and may be allowed to share 
where: 


(a) Such claim becomes absolute against the insurer 
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ov or before the last day for filing claims against the 
assets of such insurer, or 


(b) There is a surplus and the liquidation is there- 
after conducted upon the basis that such insurer is 
solvent. 


(2) Where an insurer has been so adjudicated to be 
insolvent any person who has a cause of action against 
an insured of such insurer under a liability insurance 
policy issued by such insurer shall have the right to file 
a claim in the liquidation proceeding, regardless of the 
fact that such claim may be contingent, and such claim 
may be alllowed: 


(a) If it may be reasonably inferred from the proof 
presented upon such claim that such person would be 
able to obtain a judgment upon such cause of action 
against such insured, and 


(b) If such person shall furnish suitable proof, unless 
the court for good cause shown shall otherwise direct, 


that no further valid claim against such insurer arising _ 


out of his cause of action other than those already pre- 
sented can be made, and 


fe) If the total ability of such imsurer to all claim- 
ants arising out of the same act of its insured shall be 
no greater than its maximum lability would be were it 
not in liquidation. 


(3) No judgment against such an insured taken after - 
the date of entry of the liquidation order shall be con- ; 


sidered in the liquidation proceedings as evidence of 


liability, or of the amount of damages, and no judgment ° 
against an insured taken by default, or by collusion prior | 
to the entry of the liquidation order shall be considered 


as conclusive evidence in the liquidation proceedings. 


either of the hability of such msured to sueh person . 
upon such cause of action or of the amount of damages 


to which such person ts therein entitled. 


{4) No elaim of any secured claimant shall be allowed 
at a sum greater than the difference between the value’ 
of the claim without security and the value of the 
security itself as of the date of the entry of the order : 


of liquidation cr such other date set by the court fo 
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determining rights and liabilities as provided in section 
590 unless the claimant shall surrender his security to 
the commissioner, in which event the claim shall be 
allowed in the full amount: for which it is valued. 


Section 595. Time to file claims. (1) If wpon the 
entry of an order of liquidation under this chapter or 
at any time thereafter during liquidation proceedings 
the insurer shall not be clearly solvent, the court shall 
upon hearing after such notice it deems proper, make 


and enter an order adjudging the insurer to he in- 
solvent. 


(2) After the entry of the order of insolveney, re- 
gardless of any prior notice that may have been given 
to creditors, the commissioner shall notify all persons 
who may have claims against such insurer to file such 
claims with him, at a place and within the time specified 
in the notice, or that such claims shall be forever barred 
The time specified in the notice shall be as fixed by the 
court for filing of claims and which shall be not less than 
six (6) months after the entry of the order of insolvency 
The notice shall be given in such manner and for such 


reasonable period of time as may be ordered by the 
court. 7 


Seetion 596. Report and petition for assessment 
Within three years after the date of the entry of an 
order of rehabilitation or liquidation of a domestie mu- 
tual insurer or a domestic reciprocal insurer, the com- 
missioner may make and file his report and petition to 
the court setting forth: 


(1) The reasonable value of the assets of the in- 


“surer ; 


{2) Phe liabilities of the insurer to the extent thus 


far ascertained by the commissioner : 


(3} The ageregate amount of the assessment, if any, 


which the commissioner deems reasonably necessary to 
pay all claims, the costs and expenses of the collection 
of the assessments and the costs and expenses of the 


elinqueney proceedings in full; 


(t) Any other information relative to the affairs or 


Property of the insurer that the commissioner deems 
material. 
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Section 597. Order and levy of assessment. (1) Upon 
the filing aud reading of the report and petition pro- 
vided for in section 596, the court, ex-parte, may order 
the commissioner to assess all members or subscribers 
of the insurer who may be subject to such an assessment, 
im such an aggregate amount as the court finds reason- 
ably necessary to pay all valid claims as may be timely 
filed and proved in the delinquency proceedings, to- 
gether with the costs and expenses of levying and collect- 
ing assessments and the costs and expenses of the de- 
linqueney proceedings in full. Any such order shall re- 
quire the commissioner to assess each such member or 
subscriber for his proportion of the aggregate assess- 
ment, according to such reasonable classification of such 
members or subseribers and formula as may be made by 
the commissioner aud approved by the court. 


(2) The court may order additional assessments upon 
the filing and reading of any amendment or supplement 
to the report and petition referred to in subsection (1) 
above, if such amendment or supplement is filed within 
three (3) years after the date of the entry of the order. 
of rehabilitation or liquidation. 


(3) After the entry of the order to levy and assess 
members or subscribers of an insurer referred to im (1) 
or (2) above, the commissioner shall levy and assess 
members or subscribers in accordance with the order. 


(4) The total of all assessments against any member. 
or subscriber with respect to any policy, whether levied 
pursuant to this chapter or pursuant to any other provi. 
sion of this code, shall be for no greater amount than 
that specified in the policy or policies of the member or 
subscriber and as limited under this code, except as to° 
any policy which was issued at a rate of premium belo 
the minimum rate lawfully permitted for the risk inz 
sured, im which event the assessment against any such: 
policyholder shall be upon the basis of the minimum: 
vate for such risk. 


(5) No assessment shall be levied against any mem 
ber or subseriber with respect to any nonassessable policy: 
issued in accordance with this code. 


Section 598. Assessment prima facie correct — Notice: 
—Payment — Proceedings to collect. (1) Any assessment: 
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shall be prima facie correct. 


the assessment against all members 


ner under section 597 


(2) Each member or subseri 
subscriber shall be ifi 
the amount of assessment to be paid by him Co 


notice mailed to the address of t¢ 


last record with the insurer. Failure of the member 
sd su seriber to receive the notice so mailed, within the 
ime specified therein for the Payment of the assessment 


or at all, shall be no def 


the assessment. 


ense in any proceeding to collect 


(3) If any such member or subscriber fails to pay 


the assessment within the Period specifie 


d in the notice, 


kre period shall not be less than twenty (20) days after 
mailing, the commissioner may obtain an order in the 


5 q 


at a time and place fixed by the 
hould not be entered against such 
for the amount of the assessment 


s, and a copy of the order and a 
therefor shall be served upon the 
within the time and in the manner 


in the order. 
(4) If the subseriber or m 


a copy of the order and petition r 
- Is made npon him: petition referred to in (3) above 


(a) Fails to appear at the time and place specified 


(0) The commissioner may 
ment through any other lawful means, ° 


order, judgment shall be ? 
, as a entered ac : 
prayed for in the petition ; or 7 against him as 


(b) Appears in the manner and form required by 
W in response to the order, the court shall hear and 
determine the matter an ne 
with its decision. 


d enter a judgment in accordance 


CHAPTER 27 — 
TRUSTEED ASSETS OF ALIEN INSURERS 


Section 599, Scope of chapter, This chapter applies 
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to ail alien insurers using Montana as a state of entry 
to transact insurance in the United States. 


Seetion 600. Required deposit of assets. (1) An alien 
insurer may use Montana as a state of entry to trans- 
act. insurance in the United States by making and main- 
taining in this state a deposit of assets in trust with a 
solvent bank or trust company approved by the com- 
missioner. 


(2) The deposit, together with other trust deposits 
of the insurer held in the United States for the same pur- 
pose, shall be in amount not less than the deposits re- 
quired of an alien insurer under section 54 {1) of this 
code, and shall consist of cash and/or securities of the 
same character and diversification as those eligible for 
the investment of the funds of domestic insurers under 
chapter 6 of this code. 


(3) Such a deposit may be referred to as ‘“‘trusteed 
assets.’’ 


Section 601. Existing trusts. All trusts of trusteed 
assets heretofore created and now existing shall be con- 
tinued under the instruments creating them, unless in- 
consistent with the provisions of this chapter. 


Section 602. Purpose and duration. The deposit re- 
quired by section 600 shall be for the benefit, security 
and protection of the policyholders, or policyholders and 
ereditors, of the insurer in the United States. It shall 
be maintained as long as there is outstanding any liability 
of the insurer arising out of its insurance transactions 
in the United States. 


Section 603. Trust agreement; approval. (1) The 
deposit referred to in section 600 shall be made under a 
written trust agreement between the insurer and the 
trustee, consistent with the provisions of this chapter, 
and shall be authenticated in such form and manner as 
the commissioner may designate or approve. 


(2) The agreement shall not be effective until filed 
with and approved in writing by the commissioner. The 
commissioner shall not approve any trust agreement 
found by him not to be in compliance with law, or the 
terms of which do not in faet provide reasonably ade- 
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quate protection for the insurer’s policyholders or policy- 
holders and creditors in the United States. 


Section 604. Authority to execute trust agreement. 
An alien insurer using or proposing to use Montana as a 
state of entry to transact insurance in the United States, 
whether or not it is then authorized to transact insurance 
in this state, is authorized to make and execute any 
trust agreement required by this chapter. 


Section 605. Amendment of trust agreement. A trust 
agreement may be amended, but the amendment shall 
not be effective until filed with and approved in writing 
by the commissioner as being in compliance with this 
chapter. 


Section 606. Withdrawal of approval. The commis- 
sioner’s approval of any trust agreement or of any 
amendment thereof may be withdrawn by the commis- 
sioner if he finds upon hearing, after notice thereof to 
the insurer and the trustee or trustees, that the requisites 
for such approval, as provided in this chapter, no longer 
exist. 


Section 607. Title to trusteed assets. Title to the 
trusteed assets is vested in the trustee or trustees and 
their successors for the purposes of the trust deposit, 
and the trust agreement shall so provide. 


Section 608. Assets kept separate. The trustee shall 
Keep the trusteed assets separate from other assets and 
shall maintain a record thereof sufficient to identify 
trusteed assets at all times. 


Section 609. Statement of trustee. {1) The trustee 
of trusteed assets shall, from time to time, file with the 
commissioner statements, in such form as he may desig- 
nate and request in writing, certifying the character 
of such assets and the amounts thereof. 


(2} If the trustee fails to file any such statement 
after request therefor and expiration of a reasonable 
time thereafter, the commissioner may suspend or revoke 
the certificate of authority of the insurer. 


Section 610. Examination of assets. The commissioner 
may examine trusteed assets of any insurer at any time 
in accordance with the same conditions and procedures 
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as govern the examination of insurers in general under 
chapter 2 of this code. 


Section 611. Withdrawal of assets. (1) The trust 
agreement shall provide, in substance, that no withdrawals 
of trusteed assets shall be made by-the insurer or per- 
mitted by the trustee without the written authorization 
or approval of the commissioner in advance thereof, ex- 
cept as follows: 


(a) <Any or ail income, earnings, dividends or interest 
accumulations of the trusteed assets may be paid over to 
the United States manager of the insurer upon request 
of the imsurer or the manager. 


(b) For substitution, coincidentally with such with- 
drawal, of other securities or assets of value at least equal 
in amount to those being withdrawn, if such substituted 
securities or assets are likewise such as are eligible for 
investment of the funds of domestic insurers under 
chapter 6 of this code, if such withdrawal is requested 
in writing by the insurer’s United States manager pur- 
suant to general or specific written authority previously 
given or delegated by the insurer’s board of directors 
or other similar governing body, and a copy of sueh 
authority has been filed with the trustee. 


(c} For the purpose of making deposits required by 
law in any state in which the insurer is or thereafter 
becomes an authorized insurer, for the protection of the 
insurer’s polievholders or policyholders and ereditors in 
such state or in the United States, if such withdrawal 
does not reduce the insurer’s deposit in this state to an 
amount less than the minimum deposit required under 
section 54 (1) (e) (i) and (ii) of this code. The trustee 
shall transfer any assets so withdrawn and in the amount 
so required to be deposited in the other state direct to 
the depositary required to receive such deposit in such 
other state, as certified in writing by the public official 
having supervision of insurance in the other state. 


(d) For the purpose of transferring the trusteed 
assets to an official hquidator, conservator or rehabili- 
tator pursuant to the order of a court of competent juris- 
diction. 


(2) The commissioner shall so authorize or approve 
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withdrawal of only such assets as are in excess of the 
amount of assets required to be so held in trust under 
section 600, or as may otherwise be consistent with the 
provisions of this chapter. 


(3) If at anytime the insurer becomes insolvent, or 
if its assets held in the United States are less in amount 
than as required under section 54 (1) (ce) of this code, 
upon determination thereof the commissioner shall in 
writing order the trustee to suspend the right of the 
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withdrawal 
on insolvency. 


insurer or any other person to withdraw assets as au- — 


thorized under subdivisions (a}, (b) and (ec) of subsee- 
tion (1) above, and the trustee shall comply with such 
order and until the further order of the commissioner. 


Section 612. Substitution of trustee. (1) A new trus- 


.tee or new trustees may be substituted for the original 


trustee or trustees of trusteed assets in the event of a 
vacancy or for other proper cause. Any such substitution 
shall be subject to the commissioner’s approval. 


{2) If the trustees of any trusteed assets heretofore 
created are individuals, and if the number of such trus- 
tees is reduced to less than three (3) by death, resigna- 
tion or otherwise, the commissioner shall require that 
there be substituted for such trustees a bank or trust 
company in this state approved by him. 


Section 613. Canadian imsurers. The provisions of 
this chapter applicable to a United States manager shall, 
in the case of insurers domiciled in Canada, be deemed 
to refer to the president, vice-president, secretary or 
treasurer of such a Canadian insurer. 


CHAPTER 28 — 
FRATERNAL BENEFIT SOCIETIES 


Section 614. Fraternal benefit societies defined. Any 
incorporated society, order or supreme lodge, without 
capital stock, including one exempted under the provi- 
sions of section 618 (b) of this chapter whether incorpo- 
rated or not, conducted solely for the benefit of its mem- 
bers and their beneficiaries and not for profit, operated 
on a lodge system with ritualistic form of work, having a 
representative form of government, and which makes 
provision for the payment of benefits in accordance with 
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this chapter, is hereby declared to be a fraternal benefit 
society. 


3 


When used in this chapter the word ‘society, ” unless 
otherwise indicated, means fraternal benefit society. 


Section 615. Lodge system defined. A society having 
a supreme legislative or governing body and subordinate 
lodges or branches by whatever name known, Into which 
members are elected, initiated or admitted im accordance 
with its constitution, laws, ritual and rules, which sub- 
ordinate lodges or branches are required by the laws of 
the society to hold regular meetings at least once In 
each month, shall be deemed to be operating on the lodge 
system. 


Section 616. Representative form of government de- 
fined. A society shall be deemed to have a representa- 
tive form of government when: 


(1) It provides in its constitution or laws for a su- 
preme legislative or governing body, composed of repre- 
sentatives elected either by the members or by delegates 
elected directly or indirectly by the members, together 


with sueh other members of such body as may be pre- — 


seribed by the society’s constitution and laws; 


(2) The representatives elected constitute a majority 
in number and have not less than two-thirds of the votes 
nor less than the votes required to amend its constitu- 
tion and laws; 


(3) The meetings of the supreme legislative or gov- 
erning body and the election of officers, representatives 
or delegates are held as often as once in four (4) ealendar 
years; 


(4) The society has a board of directors charged with 
the responsibility for managing its affairs in the interim 
between meetings of its supreme legislative or governing 
body, subject to control by such body and having powers 
and duties delegated to it in the constitution or laws of 
the society ; 


(5) Such board of directors is elected by the supreme 
legislative or governing body, except in ease of filling a 
vacancy in the intertm between meetings of such body; 
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(6) The officers are elected either by the supreme 
legislative or governing body or by the board of directors; 
and 


(7) The members, officers, representatives or dele- 
gates shall not vote by proxy. 


Section 617. Chapter exclusive; applicability of other 
laws. Except as herein provided, societies shall be gov- 
erned by this chapter and shall be exempt from all other 
provisions of the insurance laws of this state, not only 
in governmental relations with the state, but for every 
other purpose. No law hereafter enacted shall apply to 
them, unless they be expressly designated therein. 


Section 618. Mxempted societies. (1) Nothing con- 
tained in this chapter shall be so construed as to affect 
or apply to: 


(a) Grand or subordinate lodges of societies, orders 
or asssoclations now doing business in this state which 


provide benefits exclusively through local or subordinate 
lodges ; 


(b}) Orders, societies or associations which admit to 
membership only persons engaged in one or more crafts 
or hazardous occupations, in the same or similar lines 
of business, and the ladies’ societies or ladies’ auxiliaries 
to such orders, societies or asssociations ; 


fe} Domestic societies which limit their membership 
to employees of a particular city or town, designated 
firm, business house or corporation which provide for a 
death benefit of not more than four hundred dollars 
($400) or disability benefits of not more than three 
hundred fifty dollars ($350) to any person in any one 
year, or both; or 


(d) Domestie societies or associations of a purely 
religious, charitable or benevolent description, which 
provide for a death benefit of not more than four hun- 
dred dollars ($400) or for disability benefits of not more 
than three hundred fifty dollars ($350) to any one person 
in any one year, or both. 


(2) Any such society or asssociation described in 
clauses (ec) or (d), above, which provides for death or 
disability benefits for which benefit certificates are 
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issued, and any such society or association included in 
paragraph (d) which has more than one thousand (L- 
000) members, shall not be exempted from the provisions 
of this chapter but shall comply with all requirements 
thereof. 


(3) No society which, by the provisions of this sec- 
tion, is exempt from the requirements of this chapter, 
except any society described in paragraph (b), BDON: 
shall give or allow, or promise to give or allow to any 
person any compensation for procuring new members. 


(4) Every society which provides for benefits in case 
of death or disability resulting solely from accident, and 
which does not obligate itself to pay natural death or 
sick benefits shall have all of the privileges and be sub- 
ject to all the applicable provisions and regulations of 
this chapter except that the provisions thereof relating 
to medical examination, valuations of benefit certificates, 


and incontestability, shall not apply to such society. 


(5) The commissioner may require from any society 
or association, by examination or otherwise, sueh infor- 
mation as will enable him to determine whether such so- 
ciety or association is exempt from the provisions of 
this chapter. 


(6) Societies, exempted under the provisions of this 
section, shall also be exempt from all other provisions 
of the insurance laws of this state. 


Section 619. Annual license. Societies which are now 
authorized to transact business in this state may con- 
tinue such business until the first day of June next suc- 
ceeding the effective date of this chapter. The authority 
of such societies and all societies hereafter licensed, may 
thereafter be renewed annually, but in all cases to ier- 
minate on the first day of the succeeding June. How- 
ever, a license so issued shall continue in full force and 
effect until the new license be issued or specifically re- 
fused. For each such license or renewal the society shall 
pay the commissioner ten dollars ($10). A duly certified 
copy or duplicate of such license shall be prima facie 
evidence that the licensee is a fraternal benefit society 
within the meaning of this chapter. 
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Section 620. Foreign or alien society — Admission. Foreign or alien 

(1) No foreign or alien society shall transact business censes. 

in this state without a Heense issued by the commissioner. 

Any such society may be licensed to transact business in 

this state upon filing with the commissioner: 


(a) A duly eertified copy of its charter or artieles Requirements 
: for admission. 
of incorporation ; 


(b) <A copy of its constitution and laws, certified by 
its seeretary or corresponding officer; 


(c) A power of attorney to the commissioner as pre- 
scribed in section 665; 


{d) A statement of its business under oath of its presi- 
dent and secretary or corresponding officers in a form 
preseribed by the commissioner, duly verified by an 
examination made by the supervising insurance official 
of its home state or other state, territory, province or 
country, satisfactory to the commissioner ; 


(e) A certificate from the proper official of its home 
state, territory, province or country that the society is 


legally incorporated and licensed to transact business 
therein ; 


(f) Copies of its certificate forms; and 


(¢) Such other information as he may deem neces- 
sary; and upon a showing that its assets are invested in 
accordance with the provisions of this chapter. 


(2) Any foreign or alien society desiring admission 


Qualifications. 
to this state shall have the qualifications required of 
domestic societies organized under this chapter. 
Section 621. Suspension, revocation or refusal of Li- suspension, 
cense of foreign or alien society. (1) When the commis- G7’SsANcr 
sioner upon investigation finds that a foreign or alien foreleg ce 


society transacting or applying to transact business in ie society. 
this state: 


{a} Has exceeded its powers; 


{(b) Has failed to comply with any of the provisions 
of this chapter; 


(c) Es not fulfilling its contracts in good faith; or 


—1071— 


CHAPTER 286 


Bxisting contracts 
preserved. 


Procedure— 
organization 
of fraternat 
benefit society. 


Persons who may 
submit articles 
of incorporation. 


Required 
provisions— 
name. 


Purposes. 


Names of 
incorperatots, 
officers. 


SESSION LAWS 


(d) Is conducting its business fraudulently or in a 
manner hazardous to its members or creditors or the 
public; 


He shall notify the society of his findings, state in 
writing the reasons for his dissatisfaction and require 
the society to show cause on a date named why its li- 
cense should not be suspended, revoked or refused. If 
on such date the society does not present good and suf- 
ficient reason why its authority to do business In this 
state should not be suspended, revoked or refused, he 
may suspend or refuse the license of the society to do 
business in this state until satisfactory evidence is fur- 
nished to him that such suspension or refusal should be 
withdrawn or he may revoke the authority of the society 
to do business in this state. 


(2) Nothing contained in this section shall be taken 
or construed as preventing any such society from con- 
tinuing in good faith all contracts made in this state 
during the time such society was legally authorized to 
transact business herein. 


Section 622. Organization — Incorporation. The or- 
ganization of a society shall be governed as follows: 


Seven (7) or more citizens of the United States, a ma- 
jority of whom are citizens of this state, who desire to 
form a fraternal benefit society, may make, sign and 
acknowledge before some officer, competent to take ac- 
knowledgment of deeds, articles of incorporation, Im 
which shall be stated: 


(1) The proposed corporate name of the society. which 
shall not so closely resemble the name of any society or 
insurance company as to be misleading or confusing ; 


(2) The purposes for which it is being formed and 
the mode in whieh its corporate powers are to be exer- 
cised. Such purposes shal! not imelude more liberal 
powers than are granted by this chapter, provided that 
any lawfal social, intellectual, educational, charitable, 
benevolent, moral, fraternal or religious advantages may 
be set forth among the purposes of the society; and 


(3) The names and residences of the incorporators 
and the names, residences and official titles of all the 
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officers, trustees, directors, or other persons who are to 
have and exercise the general control of the management 
of the affairs and funds of the society for the first year 
or until the ensuing election at which all such officers 
shall be elected by the supreme legislative or governing 
body, whieh eleetion shall be held not later than one year 
from the date of the issuance of the permanent certifieate. 


Section 623. Filing articles and documents — Pre- 
liminary ce:tificate. Such articles of Incorporation, duly 
certified copies of the constitution, laws and rules, copies 
of all proposed forms of certificates, applications there- 
for, and cirenlars to be issued by the society and a bond 
conditioned upon the return to applicants of the ad- 
yanced payments if the organization is not completed 
within one year, shall be filed with the commissioner, 
who may require such further information as he deems 
necessary. The bond with sureties approved by the com- 
missioner shall be in such amount, not less than five thou- 
sand doliars ($3,000) nor more than twenty-five thousand 
dollars ($25,000), as required by the commissioner. All 
documents filed are to be in the English language. If 
the purposes of the society conform to the requirements 
of this chapter and all provisions of the law have been 
complied with, the commissioner shall so eertify, retain 
and file the articles of incorporation and furnish the in- 
eorporators a preliminary certificate authorizing the so- 
eiety to solicit members as hereinafter provided. 


Section 624. Time for completing organization. No 
preliminary certificate granted under the provisions of 
this section shall be valid after one year from its date 
or after such further period, not exceeding one year, as 
may be authorized by the commissioner upon cause shown, 
unless the five hundred (500) applicants hereinafter re- 
quired have been secured and the organization has been 
completed as herein provided. The articles of incorpora- 
tion and all other proceedings thereunder shali become 
null and void in one year from the date of the preliminary 
certificate, or at the expiration of the extended period, 
unless the society shall have completed its organization 
and received a certificate of authority to do business as 


hereinafter provided. 


Section 625. Initial solicitations and qualifications. 
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Society may Upon receipt of a preliminary certificate from the com- 
Soltect ‘premium isSl i solicit members for the purpose 
collect premiums. missioner, the society may ee on ee 
ects : 
of completing its organization, oe 
i less than one regula 
applicant the amount of not sth 
wenne premium in accordance with its table oF as 
as provided by its constitution and laws, and sha ene 
to each such applicant a receipt for the amount s0 CO 


No other Kability leeted. No society shall incur any liability other than 
permitted until 


of organization and if the society has not qualified for a 
certificate of authority within one year, as herein pro- 
vided, the premiums shall be returned to the applicants. 


i 9 ifi i : ifi r Certificate 
Section 626. Certificate of compliance; certified COPY oP uthority— 
as evidence. The commissioner may make such examin- ¢ffect | = 
ation and require such further information as he deems 


advisable. Upon presentation of satisfactory evidence 


nizati f such advance premium, nor jssue any seek — a has hg aa has all aeraiapaa ee 
organization for the return or su offer or promise to pay or aw, he shall issue to e society a certificate to that 
Sarena certificate, nor pay, allow, or ole p 


effect and that the society is authorized to transact 
business pursuant to the provisions of this chapter. The 
certificate shall be prima facie evidence of the existence 
of the soc:ety at the date of such certificate. The com- 
missioner shall cause a record of such certificate to be 


allow, any death or disability benefit to any person until: 


Aggregate (1) Actual bona fide applications for ee haeeaee 
steer have been secured aggregating at least ne team 
thousand dollars ($500,000) on not less than five Hun 


(500) lives; made. A certified copy of such record may be given in 
‘ice tg nde gaat bene fits shall have evidence with like effect as the original certificate. 

Eewrabiliy. (2) oH — es f insurability satisfactory to the Section 627. Constitution and laws; general powers. Power of societies 
furnished emaeee (1} Every society shall have the power to adopt a con- parettention 
se “ine ¢ examinations or acceptable decla- stitution and laws for the government of the society, the ant are 

Ceruiticates (3) Certificates of ¢ 


admission of its members, the management of its affairs 
and the fixing and readjusting of the rates of its mem- 
bers from time to time. It shall have the power to change, 
alter, add to or amend such constitution and laws. 


; : a 
medical examiner. rations of insurability have been duly filed on approve 
by the chief medical examiner of the society; 


. hes have 
in 10) subordinate lodges or brane 
ge a : : «nto which the five hundred (500) ap- 
been establis ; a aisd: (2) A society shall have such other powers as are 

plicants have been acm 3 


Incidental powers. 
necessary and incidental to carrying into effect the ob- 


List of applicants (5) There has been submitted Sic Roeper jects and purposes of the society. 

Se sioner. under oath of the beep san eooiiemit giving Seetion 628. Corporate powers retained. Any incor- Existing 
ing officer of the society, a NS h was admitted, name and porated society authorized to transact business in this soceses 
their names, addresses, date Taek wiscll ach appli- state at the time this chapter becomes effective may °°™*™ 
number of the subordinate eet to be granted and thereafter exercise all the rights, powers and privileges 
cant is a member, amount 0 prescribed in this chapter and in its charter or articles of 
premiums therefor; and oa incorporation as far as consistent with this chapter. A 

Statement (6) It shall have been shown to the ae iain domestie society shall not be required to reincorporate. 

of ans. by sworn statement of the treasurer, or corresp 


officer of such society, that at least five igen 
applicants have each paid in cash at least ee : a 
monthly premium as pte bbe hii : svar ee 
i shall amoun 
pera 2 Ha *($9,500), all of which shall be pia 
to the fund or funds from which benefits are to be Nee 
and no part of which may be used for expenses. 


i in trust during the period 
Advance premiums advance premiums shall be held in ti g 
held in trust. 


Section 629. Existing voluntary associations — May 


Existing voluntary 
incorporate. 


associations may 

mecorporate 
within one year. 

(1) After one year from the effective date of this 

chapter, no unincorporated or voluntary association shall 

be permitted to transact business in this state as a fra- 

ternal benefit society. 


(2) Any domestic voluntary association now author- 
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ized to transaet business in this state may incorporate 
and shall receive from the commissioner a permanent cer- 
tificate of incorporation as a fraternal benefit society 
when: 


(a} It has completed its conversion to an incorporated 
society not later than one year from the effective date 


of this chapter ; | 
(b) It has filed its articles of incorporation and has 


satisfied the other requirements described in sections 622 
through 626; and 


{c) The commissioner has made such examination 
and procured whatever additional information he deems 
advisable. 


(3) Every voluntary association so incorporated shall 
incur the obligations and enjoy the benefits thereof the 
same as though originally incorporated, and such oo 
ration shall be deemed a continuation of the origina 
voluntary association. The officers thereof shall ae 
through their respective terms as provided in the SR ne 
articles of association, but their BUCCESSOTS shall be 
elected and serve as provided in its articles of incorpora- 
tion. Incorporation of a voluntary association shall not 
affect existing suits, claims or contracts. 


Section 630. Articles of incorporation, constitution 
and laws — Amendments — Synopsis — Certified copies 
as evidence. (1) A domestic society may amend its 
artieles of incorporation, constitution or laws in accord- 
ance with the provisions thereof by action of its anne 
legislative or governing body at any regular or specia 
meeting thereof or, if its articles of incorporation, an 
stitution or laws so provide, by referendum. Such Te ee 
endum may be held in accordance with the provisions i 
its articles of incorporation, constitution or laws by t : 
vote of the voting members of the society, by the vote ’ 
delegates or representatives of voting members or by t : 
vote of local lodges or branches. No amendment sub- 
mitted for adoption by referendum shall be adopted un- 
less, within six (6) months from the date of dpiaaareree 
thereof, a majority of all of the voting members 0 . 
society shall have signified their consent to such amend- 
ment by one of the methods herein specified. 
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(2) No amendment to the articles of incorporation, 
constitution or laws of any domestic society shall take 
effect unless approved by the commissioner, who shall 
approve such amendment if he finds it has been duly 
adopted and is not inconsistent with any requirement of 
the laws of this state or with the character, objects and 
purposes of the society. Unless the commissioner dis- 
approves any such amendment within sixty (60) days 
after the filing of same, such amendment shall be con- 
sidered approved. The approval or disapproval of the 
commissioner shall be in writing and mailed to the seec- 
retary or corresponding officer of the society at its prin- 
cipal office. In case he disapproves the amendment, the 
reasons therefor shall be stated in the written notice. 


(3) Within ninety (90) days from the approval there- 
of by the commissioner, all such amendmenis, or a syn- 
opsis thereof, shail be furnished by the society to all 
members either by mail or by publication in full in the 
official organ of the society. The affidavit of any officer 
of the society or of anyone authorized by it to mail any 
amendments or synopsis thereof, stating facts which 
show that same have been duly addressed and mailed, 
shall be prima facie evidence that such amendments or 
synopsis thereof, have been furnished the addressee. 


(4) Every foreign or alien society authorized to do 
business in this state shall file with the commissioner a 
duly certified copy of all amendments of, or additions 
to, its articles of incorporation, constitution or laws 
within ninety (90) days after the enactment of same. 


(5) Printed copies of the constitution or laws as 
amended, certified by the secretary or corresponding of- 
ficer of the society shall be prima facie evidence of the 
legal adoption thereof. 


Section 631. Waiver. The constitution and laws of 
the society may provide that no subordinate body, nor 
any of its subordinate officers or members shall have the 
power or authority to waive any of the provisions of 
the laws and constitution of the society. Such provision 


shall be binding on the society and every member and 
beneficiary of a member. 


Section 632. Location of office — Place of meeting — 
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Records in English language. (1) The principal office 
of any domestic society shall be located in this state. The 


meetings of its supreme legislative or governing body 
may be held in any state, district, province or territory 


wherein such society has at least five (5) subordinate 
branches and all business transacted at such meetings 
shall be as valid im all respects as if such meetings were 
held in this state. 


(2} The minutes of the proceedings of the supreme 
or governing body and of the board of directors or cor- 
responding body of a society shall be in the English 
language. 


Section 633. Institutions. (1) It shall be lawful for 
a society to ereate, maintain and operate charitable, 
benevolent or educational institutions for the benefit of 
its members and their families and dependents and for 
the benefit of children insured by the society. For such 
purpose it may own, hold or lease personal property or 
real property located within or without this state, with 
necessary buildings thereon. Such property shall be re- 
ported in every annual statement but shall not be allowed 
as an admitted asset of such society. 


(2) Maintenanee, treatment and proper attendance 
in any such institution may be furnished free or a reason- 
able charge may be made therefor, but no such imstitu- 
tion shall be operated for profit. The society shall main- 
tain a separate accounting of any income and disburse- 
ments under this section and report them in its annual 
statement. 


(3) No society shall own or operate funeral homes or 
undertaking establishments. 


Section 634. Qualifications for membership. A society 
may admit to benefit membership any person not less 
than fifteen (15) years of age, nearest birthday, who has 
furnished evidence of insurability acceptable to the so- 
ciety. Any such member who shall apply for additional 
benefits more than six (6) months after becoming a 
benefit member shall furnish additional evidence of in- 
surability acceptable to the society. 


Any person admitted prior to attaining the full age 
of twenty-one (21) years shall be bound by the terms of 
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the application and certificate and by all the laws and 
rules of the society and shall be entitled to all the rights 
and privileges of membership therein to the same extent 
as though the age of majority had been attained at the 
time of application. A society may also admit general 
or social members who shall have no voice or vote in the 
management of its insurance affairs. 


Section 635. Member’s share of deficiency. A society 
shall provide in its constitution or laws that if its reserves 
as to all or any class of certificates become impaired its 
board of directors or corresponding body may require 
that there shall be paid by the member to the society 
the amount of the member’s equitable proportion of such 
deficiency as ascertained by its board, and that if the 
payment be not made it shail stand as an indebtedness 
against the member’s certificate and draw imterest not 
to exceed five percent (5%) per annum compounded 
annually. , 


Section 636. Benefits. (1) A society authorized to 


do business iu this state may provide for the payment 
of: 


(a) Death benefits in any form; 
(b} Endowment benefits; 
(¢) Annuity benefits; 


(d) Temporary or permanent disability benefits as 
a result of disease or accident; 


(e) Hospital, medical or nursing benefits due to sick- 
ness or bodily infirmity or aecident; and 


{(f} Monument or tombstone benefits to the memory 
of deceased members not exceeding in any case the sum 
of three hundred dollars ($300}. 


(2) Such benefits may be provided on the lives of 
members or, upon application of a member, on the lives 
of a member’s family, including the member, the mem- 
ber’s spouse and minor children, in the same or separate 
certificates. 


Section 637. Benefits on lives of children. (1) A so- 
ciety may provide for benefits on the lives of children 
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under the minimum age for adult membership but not 
greater than twenty-one (21) years of age at time of 
application therefor, upon the application of some adult 
person, as its laws or rules may provide, which benefits 
shall be in accordance with the provisions of section 636 
of this chapter. A society may, at its option, organize 
and operate branches for such children. Membership 
and initiation in local lodges shall not be required of 
such children, nor shall they have a voice in the manage- 
ment of the society. 


(2) A society shall have power to provide for the 
designation and changing of designation of beneficiaries 
in the certificates providing for such benefits and to pro- 
vide in all other respects for the regulation, government 
and control of such certificates and all rights, obligations 
and liabilities incident thereto and connected therewith. 


Section 638. Nonforfeiture benefits, cash surrender 
values, certificate loans and other options. (1) A society 
may grant paid-up nonforfeiture benefits, cash surrender 
values, certificate loans and such other options as its 
laws may permit. As to certificates issued on and after 
the effective date of this chapter, a society shall grant 
at least one paid-up nonforfeiture benefit, except in the 
ease of pure endowment, annuity or reversionary annuity 
contracts, reducing term insurance contracts or contracts 
of term insuranee of uniform amount of fifteen (15) 
years or less expiring before age sixty-six (66). 


(2) In the case of certificates other than those for 
which reserves are computed on the commissioners 1941 
standard ordinary mortality table or the 1941 standard 
industrial table, the value of every paid-up nonforfeiture 
benefit and the amount of any cash surrender value, loan 
or other option granted shall not be less than the excess, 
if any, of (a) over (b) as follows: 


(a) The reserve under the certificate determined on 
the basis specified in the certificate; and 


(b) The sum of any indebtedness to the society on 
the certificate, including interest due and accrued, and 
a surrendered charge equal to two and one-half percent 
(214%) of the face amount of the certificate, which, in 
the case of insurance on the lives of children, shall be 
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the ultimate face amount of the certificate, if death bene- 
fits provided therein are graded. 


(3) However, in the case of certificates issued on a 
substandard basis or in the ease of certificates, the re- 
serves for which are computed upon the American men 
ultimate table of mortality, the term of any extended 
insurance benefit granted including accompanying pure 
endowment, if any, may be computed upon the rates of 
mortality not greater than one hundred thirty percent 
(130%) of those shown by the mortality table specified 
in the certificate for the computation of the reserve. 


(4) In the case of certificates for which reserves are 
computed on the commissioners 1941 standard ordinary 
mortality table or the 1941 standard industria! table, 
every paid-up nonforfeiture benefit and the amount of 
any cash surrender value, loan or other option granted 
shall not be less than the correspondmg amount ascer- 
tained in accordance with the provisions of the laws of 
this state applicable to life insurers issuing policies con- 
taining like insurance benefits based upon such tables. 


Section 639. Beneficiaries. (1) The member shall 
have the right at all times to change the beneficiary or 
beneficiaries in accordance with the constitution, laws 
or rules of the society. Every society by its constitution, 
laws or rules may limit the scope of beneficiaries and 
shall provide that no beneficiary shail have or obtain 
any vested interest in the proceeds of any certificate 
until the certificate has become due and payable in con- 
formity with the provisions of the insurance contract. 


(2) <A society may make provision for the payment 
of funeral benefits to the extent of such portion of any 
payment under a certificate as might reasonably appear 
to be due to any person equitably entitled thereto by 
reason of having incurred expense occasioned by the 
burial of the member, but the portion so paid shall not 
exceed the sum of five hundred dollars ($500). 


If, at the death of any member, there is no lawful 
beneficiary to whom the insurance benefits are payable, 
the amount of such benefits, except to the extent that 
funeral benefits may be paid as hereinbefore provided, 


—1081— 


CHAPTER 286 


Beneficiaries— 
right to change 


Saciety may 
limit scope. 


Funeral benefits 
limited to $500, 


Payment of 
death benefits. 


CHAPTER 286 


Benefits exempt 
from attachment. 


No personal 
liabili 


for payment 
of benefits. 


Contract defined. 


Statements 
of members. 


Subsequent 
amendments 
binding 

on members. 


Exception— 
no diminution 
of benefits. 


SESSION LAWS 


Shall be payable to the personal representative of the 
deceased member. 


Section 640. Benefits not attachable. No money or 
other benefit, charity, relief or aid to be paid, provided 
or rendered by any society, shall be liable to attachment, 
garnishment or other process, or to be seized, taken, ap- 
propriated or applied by any legal or equitable process 
or operation of law to pay any debt or liability of a 
meniber or beneficiary, or any other person who may 
have a right thereunder, either before or after payment 
by the society. 


Section 641. No personal liability. The officers and 
members of the supreme, grand or any subordinate body 
of a society shall not be personally liable for payment 
of any benefits provided by a society. 


Section 642. The contract. (1) Every society au- 
thorized to do business in this state shall issue to each 
benefit member a certificate specifying the amount of 
benefits provided thereby. The certificate, together with 
any riders or endorsements attached thereto, the charter 
or articles of incorporation, the constitution and laws of 
the society, the application for membership, and declara- 
tion of insurability, if any, signed by the applicant, and 
ali amendments to each thereof, shall constitute the agree- 
ment, as of the date of issuance, between the society and 
the member, and the certificate shall so state. A copy of 
the application for membership and of the declaration 
of insurability, if any, shall be endorsed upon or attached 
to the certificate. 


(2} All statements purporting to be made by the 
member shall be representations and not warranties. Any 
waiver of this provision shall be void. 


(3) Any changes, additions or amendments to the 
charier or articles of incorporation, constitution or laws 
duly made or enacted subsequent to the issuance of the 
certificate, shall bind the member and the beneficiaries, 
and shall govern and contro! the agreement in all respects 
the same as though such changes, additions or amend- 
ments had been made prior to and were in force at the 
time of the application for membership, except that no 
change, addition, or amendment shall destroy or diminish 


——1082— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY > 


benefits which the society contracted to give the member 
as of the date of issuance. 


(4) Copies of any of the documents mentioned in this 
section, certified by the secretary or eorresponding of- 
ficer of the society, shall be received in evidence of the 
terms and conditions thereof, 


Section 643. Standard provision. (1) After one year 
from the effective date of this chapter, no life benefit 
certificate shall be delivered or issued for delivery in 
this state unless a copy of the form has been filed with 
the commissioner, 


(2) The certificate shall contain in substance the 
following standard provisions or, in lieu thereof, provi- 
sions which are more favorable to the member: 


{a) Title on the face and filing page of the certificate 
clearly and correctly describing its form ; 


(b) <A provision stating the amount of rates, premi- 
ums or other required contributions, by whatever name 


known, which are payable by the insured under the cer- 
tificate ; 


(ec) <A provision that the member is entitled to a grace 
period of not less than a full month (or thirty (80) days 
at the option of the society) in which the payment of any 
premium after the first, may be made. During such 
grace period the certificate shall continue in full force, 
but in case the certificate becomes a claim during the 
grace period before the overdue payment is made, the 
amount of such overdue payment or payments may be 
deducted in any settlement under the certificate ; 


(d) A provision that the member shall be entitled 
to have the certificate reinstated at any time within 
three {3} years from the due date of the premium in 
default, unless the certificate has been completely termi- 
nated through the application of a nonforfeiture benefit, 
eash surrender value or certificate loan, upon the pro- 
duction of evidence of insurability satisfactory to the 
society and the payment of all overdue premiums and 
any other indebtedness to the society upon the certificate, 
together with interest on such premiums and such in- 
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debtedness, if any, at a rate not exeeeding six percent 
(6%) per annum compounded annually ; 


(e) Except in the case of pure endowment, annuity 
or reversionary annuity contracts, reducing term imsur- 
ance contracts, or contracts of term insurance of uniform 
amount of fifteen (15) years or less expiring before age 
sixty-six (66), a provision that, in the event of default in 
payment of any premium after three (3) full years 
premiums have been paid or after premiums for a lesser 
period have been paid if the contract so provides, the 
society will grant, upon proper request not later than 
sixty (60) days after the due date of the premium in 
default, a paid-up nonforfeiture benefit on the plan stip- 
ulated in the certificate, effective as of such due date, of 
such value as specified im this chapter. The certificate 
may provide, if the society’s laws so specify or if the 
member shall so elect prior to the expiration of the grace 
period of any overdue premium, that default shall not 
occur so long as premiums ean be paid under the provi- 
sions of an arrangement for automatic premium loan as 
may be set forth in the certificate ; 


(f{} A provision that one paid-up nonforfeiture bene- 
fit as specified in the certificate shall become effective 
automatically uniess the member elects another available 
paid-up nonforfeiture benefit, not later than sixty (60) 
days after the due date of the premium in default; 


(2) A statement of the mortality table and rate of 
interest used in determining all paid-up nonforfeiture 
benefits and cash surrender options available under the 
certificate, and a brief general statement of the method 
used in ealeulating such benefits ; 


(h) <A table showing in figures the value of every 
paid-up nonforfeiture benefit and cash surrender option 
available under the certificate for each certificate an- 
niversary either during the first twenty (20) certificate 
years or during the term of the certificate whichever 1s 
shorter ; 


(i) A provision that the certificate shall be ineon- 
testable after it has been in force during the lifetime of 
the member for a period of two (2) years from its date 
of issue except for noupayment of premiums, violation 
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of the provisions of the certificate relating to military, 
aviation, or naval service and violation of the provistous 
relating to suspension or expulsion as substantially set 
forth in the certificate. At the option of the society, sup- 
plemental provisions relating to benefits in the event of 
temporary or permanent disability or hospitalization and 
provisions which grant additional insurance specifically 
against death by aecident or accidental means, may also 
be excepted. The certificate shall be incontestable on 
the grounds of suicide after it has been in force during 
the lifetime of the member for a period of two (2) years 
from date of issue. The certificate may provide, as to 
statements made to procure reinstatement, that the so- 
elety shall have the right to contest a reinstated cer- 
tificate within a period of two (2) years from date of 


reinstatement with the same exceptions as herein pro- 
vided ; 


(j) A provision that m case the age of the member 
or of any other person is considered in determining the 
premium and it is found at any time before final settle- 
ment under the certificate that the age has been mis- 
stated, and the discrepancy and premium involved have 
not been adjusted, the amount payable shall be such as 
the premium would have purchased at the correct age; 
but if the correct age was not an insurable age under 
the society’s charter or laws, only the premiums paid to 
the society, less any payments previously made to the 
member, shall be returned or, at the option of the so- 
clety, the amount payable under the certificate shall be 
such as the premium would have purchased at the correct 
age according to the society’s promulgated rates and 
any extension thereof based on actuarial principles; 


(k) <A provision or provisions which recite fully, or 
which set forth the substance of, all sections of the 
charter, constitution, laws, rules or regulations of the 
society, in foree at the time of issuance of the certificate, 
the violation of which will result in the termination of, 
or in the reduction of, the benefit or benefits payable 
under the certificate; and 


(1) If the constitution or laws of the society provide 
for expulsion or suspension of a member, any member 
so expelled or suspended, except for non-payment of a 
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premium or within the eontestable period for material 
misrepresentations in such member’s application for mem- 
bership shall have the privilege of maintaining his msur- 
ance in force by continuing payment of the required 
premium. 


(3) Any of the foregoing provisions or portions there- 
of not applicable by reason of the plan of msurance or 
because the certificate is an annuity certificate may, to 
the extent inapplicable, be omitted from the certificate. 


Section 644. Prohibited provisions. After one year 
from the effective date of this chapter, no hfe benefit 
certificate shall be delivered or issued for delivery 11 
this state containing in substance any of the following 
provisions : 


(1} Any provision limiting the time within which 
any action at law or in equity may be commenced to 
less than two (2) years after the cause of action accrues; 


(2) Any provision by which the certificate purports 
to be issued or to take effect more than six (6) months 
before the original application for the certificate was 
made, except in case of transfer from one form of certi- 
ficate to another in connection with whieh the member 
is to receive credit for any reserve accumulation under 
the form of certificate from which the transfer is made; 
or 


(3) Any provision for forfeiture of the certificate for 
failure to repay any loan thereon or to pay interest on 
such loan while the total indebtedness, including inierest, 
is less than the loan value of the certificate. 


Section 645. ‘‘Premiums’’ defined. As used in this 
chapter ‘‘premiums’’ means premiums, rates, or other 
required contributions by whatever name known. 


Section 646. Accident and health insurance and total 
and permanent disability insurance certificates — Filing 
and approval. (1) No domestic, foreign or alien society 
authorized to do business in this state shall issue or de- 
liver in this state any certificate or other evidence of 
any contraet of accident insurance or health insurance 
or of any total and permanent disability imsuranee con- 
tract unless and until the form thereof, together with the 


—1i086— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


form of application and all riders or endorsements for 
use in connection therewith, shall have been filed with 
the commissioner. 


(2) The commissioner shall have power, from time 
to time, to make, alter and supersede reasonable regula- 
tions prescribing the required, optional and prohibited 
provisions in such contracts, and such regulations shall 
conform, as far as practicable, to the provisions of chap- 
ter 15 of this code (disability insurance policies). Where 
the commissioner deems inapplicable, either in part or in 
their entirety, the provisions of chapter 15, he may pre- 
scribe the portions or summary thereof of the contract 
to be printed on the certificate issued to the member. 


(3) Any filing made hereunder shall be deemed ap- 
proved unless disapproved within sixty (60) days from 
the date of such filing. 


Section 647. Reinsurance. A domestic society may, 
by a reinsurance agreement, cede any individual risk or 
risks in whole or in part to an insurer (other than an- 
other fraternal benefit society) having the power to 
make such reinsurance and authorized to do business in 
this state, or if not so authorized, one which is approved 
by the commissioner; but no such society may reinsure 
substantially all of its insurance in foree without the 
written permission of the commissioner. It may take 
eredit for the reserves on such ceded risks to the extent 
reinsured, but no credit shall be allowed as an admitted 
asset or as a deduction from liability, to a ceding society 
for reinsurance made, ceded, renewed, or otherwise be- 
coming effective after the effective date of this chapter, 
unless the reinsurance is payable by the assuming in- 
surer on the basis of the liability of the eeding society 
under the contract or contracts reinsured without diminu- 
tion because of the insolvency of the ceding society. 


Section 648. Funds. (1) All assets shall be held, in- 
vested and disbursed for the use and benefit of the so- 
ciety and no member or beneficiary shall have or acquire 
individual rights therein or become entitled to any ap- 
portionment or the surrender of any part thereof, ex- 
cept as provided in the contract. 


(2) <A society may create, maintain, invest, disburse 
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i funds necessary to carry 
and apply any special fund or 
out any purpose permitted by the laws of such society. 


(3) Every society, the admitted assets of which aye 
less than the sum of its acerued liabilities and reserves 
under all of its certificates when valued according 
standards required for certificates issued after one ent 
from the effective date of this chapter, shall, in every 
provision of the laws of the society for payments by 
members of such society, m whatever form made, dis- 
stinctly state the purpose of the same and the ae eae 
thereof which may be used for expenses, and no part o 
the money collected for mortuary oF disability purposes 
or the net accretions thereto shall be used for expenses. 


Section 649. Investments. A society shall invest its 
funds only in such investments as are authorized 2 the 
laws of this state for the investment of assets of hfe 1n- 
surers and subject to the limitations thereon. Any for- 
eign or alien society permitted or seeking to do aan 
in this state which invests its funds in accordance wit 
the laws of the state, district, territory, country or 
province in which it is incorporated, shall be held to vane 
the requirements of this section for the investment 0 


- funds. 


Section 650. Annual statement. (1) Reports shall be 
filed and synopsis of annual statements shall be pub- 
lished in accordance with the provisions of this section. 


(2) Every society transacting business in this state 
shall annually, on or before the first day of March, un- 
less for cause shown such time has been extended by the 
commissioner, file with the commissioner a true state- 
ment of its financial condition, transactions and affairs 
for the preceding calendar year and pay a fee of Dime 
five dollars ($25) for filing same. The statement shal 
be in general form and context as approved by the 
national association of insurance commissioners for fra- 
ternal benefit societies and as supplemented by additional 
information required by the commissioner. 


(3) A synopsis of its annual statement providing an 
explanation of the facts concerning the condition of ae 
society thereby disclosed shall be printed and maule 
to each benefit member of the society not later than June 
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1 of each year, or, in lieu thereof, such synopsis may be 
published in the society’s official publication. 


Section 651. Annual valuation of certificates. (1} As 
a part of the annual statement required under section 
650, each society shall, on or before the first day of 
March, file with the commissioner a valuation of its cer- 
tifieates in force on December 31 last preceding, pro- 
vided, the commissioner may, in his discretion for cause 
shown, extend the time for filing such valuation for not 
more than two (2) calendar months. Such report of 
valuation shall show, as reserve habilities, the difference 
between the present mid-year value of the promised ben- 
efits provided in the certificates of such society in force 
and the present mid-year value of the future net premi- 
ums as the same are in practice actually collected, not 
ineluding therein any value for the right to make extra 
assessments and not including any amount by which 
the present mid-year value of future net premiums ex- 
ceeds the present mid-year value of promised benefits 
on individual certificates. At the option of any society, 
in leu of the above, the valuation may show the net tab- 
ular value. Such’ net tabular valne as to certificatés 
issued prior to one year after the effective date of this 
chapter shall be determined in accordance with the pro- 
visions of law applicable prior to the effective date of 
this chapter and as to certificates issued on or after one 
vear from the effective date of this chapter shall not be 
less than the reserves determined according to the com- 
missioners’ reserve valuation method as hereinafter de- 
fined. If the premium charged is less than the tabular 
net premium according to the basis of valuation used, 
an additional reserve equal to the present yalue of the 
deficiency in such premiums shall be set up and main- 
tained as a lability. The reserve liabilities shall be prop- 
erly adjusted in the event that the mid-year or tabular 
values are not appropriate. 


(2) Reserves according to the commissioners’ reserve 
valuation method, for the life insurance and endowment 
benefits of certificates providing for a uniform amouut 
of insurance and requiring the payment of uniform pre- 
miums shall be the excess, if any, of the present value, 


at the date of valuation, of such future guaranteed bene- 


fits provided for by such certificates, over the then 
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present value of any future’ modified net premiums 
therefor. The modified net premiums for any such ecer- . 
tifieate shall be such uniform percentage of the respec- 
tive contract premiums for such benefits that the present 
value, at the date of issue of the certificate, of all such 
- modified net premiums shal} be equal to the sum of the 
then present value of such benefits provided for by the 
certificate and the excess of {a) over (b), as follows: 


(a} <A net level premium equal to the present value, 
at the date of issue, of such benefits provided for after 
the first certificate year, divided by the present value, 
at the date of issue, of an annuity of one per annum 
payable on the first and each subsequent anniversary 
of such certificate on which a premium falls due ; pro- 
vided however, that such net level annual premium shall 
not exceed the net level annual premium on the nine- 
teen year premium whole life plan for insurance of the 
same amount at an age one year higher than the age at 
‘sstie of such certificate ; and 


(b) A net one-year term premium for such benefits 
provided for in the first certificate year. 


(3) Reserves according to the commissioners’ reserve 
valuation method for (a) life insurance benefits for 
varying amounts of benefits or requiring the pavrieu 
of varying premiums, (b) annuity and pure endowment 
benefits, (ce) disability and accidental death benefits in 
all certificates and contracts, and (d) all other benefits 
except life imsurance and endowment benefits, shall be 
calculated by a method consistent with the principles of 
subsection (2), abeve. 

(4) The present value of deferred payments due 
under ineurred claims or matured certificates shall be 
deemed a liability of the society and shall be computed 
upon mortality and interest standards prescribed in sub- 
sections (6) and (7) below. 


(5) Such valuation and underlying data shall be cer- 


tified by a competent actuary Or, at the expense of the 
society, verified by the actuary of the department of in- 


surance of the state of domicile of the society. 


(6) The minimum standards of valuation for certifi- 
cates issued prior to one year from the effective date of 
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this chapter shall be those provided by the law applicable Minim 


immediately prior to the effective date of this chapter 
but not lower than the standards used im the calculating 
of rates for such certificates. 


(7) The minimum standard of valuation for certifi- 
cates issued after one year from the effective date of 
this chapter shall be three and one-half percent (314%) 
interest and the following tables: 


(a) For certificates of life insurance—American men 
ultimate table of mortality, with Bowerman’s or Davis’ 
extension thereof or with the consent of the commissioner, 
the commissioner’s 1941 standard ordinary mortality 
table or the commissioner’s 1941 standard industrial 
table of mortality; 


(b) For annuity certificates, Including life annuities 
provided or available under optional modes of settlement 
in such certifieates—the 1937 standard annuity table; 


(ec) For disability benefits issued in connection with 
life benefit certificates—Hunter’s disability table, which, 
for active lives, shall be combined with a mortality table 
permitted for caleulating the reserves on life insurance 
certificates, except that the table known as class III dis- 
ability table (1926) modified to conform to the con- 
tractual waiting period, shalf be used in computing re- 
serves for disability benefits under a contract which 
presumes that total disability shall be considered to be 
permanent after a specified period; 


(d) For accidental death benefits issued in connec- 
tion with life benefit certificates—the inter-company 
double indemnity mortality table combined with a mor- 


tality table permitted for calculating the reserves for life 


insurance certificates; and 


{e) For non-cancellable accident and health benefits 


—the class III disability table (1926} with conference 
modifications or, with the consent of the commissioner, 
_tables based upon the society’s own experience. 


(8) The commissioner may, in his discretion, accept 


‘other standards for valuation if he finds that the re- 
"serves produced thereby will not be less in the aggregate 
: than reserves computed in accordance with the minimum 
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such recommendations or statements of the commissioner Reading of 

as Inlay accompany such report, shall be read at the first report at meetings. 
meeting of the board of directors or corresponding body 

of the society following the receipt thereof, ead if di- 

rected so to do by, the commissioner, shall also be read 

at the first meeting of the supreme legislative or govern- 

ing body of the society following the receipt thereof. A 


copy of the report, recommendations and statements of 


valuation standard herein prescribed. The commissioner 
may, in his discretion, vary the standards of mortality 
applicable to all certificates of insurance on substandard 
lives or other extra hazardous lives by any society au- 
thorized to do business in this state. Whenever the mor- 
tality experience under all certificates valued on the 
same mortality table is in excess of the expected mor- 
tality according to such table for a period of three con- 


Commissioner ive ¥ 1SSi 1 iti the commissi : : * 

oe secutive years, the commissioner may require additional oner shall be furnished by the soeiety to each 

additional reserves when deemed necessary 1m his judgment on member of such board of directors or other governing 
D oS 


reserves. 


account of such certificates. boey: 
(4) The expense of each examination and of each Expenses of 
valuation, including compensation and actual expense of aaa 
examiners, shall be paid by the society examined or 

whose certificates are valued, upon statements furnished 

by the commissioner. 


Excess reserves (9} Any society, with the consent of the insurance 
eee supervisory official of the state of domicile of the society 
and under such conditions, if any, which he may impose, 
may establish and maintain reserves on its certificates 
in excess of the reserves required hereunder, but the con- 
tractural rights of any insured member shall not be af- 


fected thereby. Section 654. Examination of foreign and alien so- Powers of 


cieties. The commissioner, or any person whom he may fo examine. 
appoint, may examine any foreign or alien society tran- Shen societies 
sacting or applying for admission to transact business . 
in this state. He may employ assistants and he, or any 
person he may appoint, shall have free access to all books 
papers and documents that relate to the business of the 
society. He may in his discretion accept, in leu of such 
examination, the examination of the insurance depart- 
ment of the state, territory, district, province or country 


where such society is organized. The compensation and Compensation 


Penalty on failure Section 652. Annual statement — Penalty for failure 

to file annual ‘ : . : 

statement. to file or to comply. A society neglectimg to file the an- 
nual statement in the form and within the time provided 
by this section shall forfeit one hundred dollars ($100) 
for each day during which such neglect continues, and, 
upon notice by the commissioner to that effect, its au- 


thority to do business in this state shall cease while such 
default continues. 


Bowes ot Section 653. Examination of domestic societies. (1) actual expenses of th . : and expenses 
to examine The commissioner, or any person he may appoint, shall en oe penctalor Seer bree ed nea : 
i sha e pal y the 


domestic societies. 1576 the power of visitation and examination into the 
affairs of any domestic society and he shall make such 
examination at least once in every three (3) years. He 
may employ assistants for the purpose cf such examina- 
tion, and he, or any person he may appoint, shall have 
free access to all books, papers and documents that re- 
late to the business of the society. 


’ society examined or by the society whose certificate ob- 


igations have been valued, upon statements furnished 
by the commissioner. 


sagecees 655. No adverse publications. Pending, dur- Commissioner 
ing or after an examination or investigation of a society may not publish 
? 


a echt irae teapruee = commissioner shall prior to, service 
. report or finding aed 
nor shall he permit to become publie any financial state- 
ment, report or finding affecting the status, standing 
or rights of any society, until a copy thereof shall have 
been served upon the society at its prineipal office and 
the society shall have been afforded a reasonable oppor- 
‘unity to answer any such financial statement, report or 


Witnesses (2) In making any such examination the eommis- 
under oath. : . : 
sioner may summon and qualify as witnesses under oath 
and examine its officers, agents and employees or other 
persons in relation to the affairs, transactions and con- 
dition of the society. 


(3) A summary of the report of the commissioner and 
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finding and to make such showing in connection there- 
with as it may desire. 


Section 656. Taxation. Every society organized or 
licensed under this chapter is hereby declared to be a 
charitable and benevolent institution, and all of its funds 
shall be exempt from all and every state, county, district, 
municipal and school tax other than taxes on real estate 
and office equipment. 


Section 657. Licensing of agents. (1) Agents of so- 
cieties shall be licensed in accordance with the provisions 
of sections 657 through 661 of this chapter. 


‘ 


(2) Insurance agent defined: The term ‘‘insurance 
agent’’ as used in this chapter means any authorized or 
acknowledged agent of a society who acts as such in the 
solicitation, negotiation or procurement or making of a 
life insurance, accident and health insurance or annuity 
eontract; except that the term ‘‘insurance agent’’ shall 
not inelude: 


{a} Any regular salaried officer or employee of a 
licensed society who devotes substantially all of his serv- 
ices to activities other than the solicitation of fraternal 
insurance contracts from the public, and who receives 
for the solicitation of such contracts no commission or 
other compensation directly dependent upon the amount 
of business obtained; or 


(b) Any agent or representative of a society who 
devotes or intends to devote, less than fifty percent 
(50%) of his time to the solicitation and procurement 
of insurance contracts for such society. Any person who 
in the preceding calendar year has solicited and procured 
life insurance contracts on behalf of any society in an 
amount of insurance in excess of fifty thousand dollars 
($50,000), or, im the case of any other kind or kinds of 
insurance which the society might write, on the persons 
of more than twenty-five (25) individuals and who has 
received or will receive a commission or other compen- 
sation therefor, shall be presumed to be devoting, or in- 
tending to devote, fifty pereent (50%) of his time to 
the solicitation or procurement of insurance contracts 
for such society. 


Section 658. Agent license required. (1) Any person 
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who in this state acts as insurance a 


CHAPTER 286 


gent for a society 


without having authority so to do by 


(2) No society doing business i 
any commission or other compensa 
any Services in obtaining in this gs 
of life, accident or health insurane 


Misdemeanor. 


n this state shall Pay Compensation 
tion to any person for 
tate any new contract 
€, OF any new annuity 


to unlicensed 


contract, except to a licensed insurance agent of such 


society and except a 
657 (2). 


n agent exempted under Section 
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cense, 
cense to any person wh 


quirements of this section, authoriz 
act as an insurance agent on behalf 
In such license which is 
state. 


ing such licensee to 
: of any society named 
authorized to do business in this 


(2) Before any j 
2) ¥y Imsurance agent’s license shall 
issued there shall be on file in the office of the . 
nussioner the following decuments: = 


which is to be named 
society has satisfied 
rustworthy and com- 


to act as its agent if 
by the commissioner, 
d and acknowledged 
such society. 


ae certificates shall be execute 
y an j j : 
y officer or managing agent of 


; 63) No written or other examination sha 
Of any individual seeking to be 
represent a fraternal benefit soel 


ll be required 
named as a licensee to 
ety as its agent, 

(+) The commissioner may 


refuse to issu 
ee e or renew 
¥ Insurance agent’s license if 


in his judgment the pro- 
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posed licensee is not trustworthy and competent to act 
as such agent, or has given cause for revocation or sus- 
pension of such license, or has failed to comply with any 
prerequisite for the issuance or renewal, as the case may 
be, of such license. 


Section 660. Agents’ licenses — Expiration, renewal. 
(1) Every agent’s license, and every renewal thereof, 
shall expire on December 31 of the even-numbered ealen- 
dar year following the calendar year in which sueh h- 
cense or renewal license was issued. 


(2) If the application for a renewal license has been , 


f.led with the commissioner on or before December 31 
of the year in which the existing license is to expire, 
such applicant named in such existing license may con- 


tinue to act as insurance agent under such existing ; 


license, unless same shall be revoked or suspended, until 
the issuance by the commissioner of the renewal license 


or until the expiration of five (5) days after he has re- 3 


fused to renew such license and has served written no- 
tice of such refusal on the applicant. If the applicant 
shall, within thirty (30) days after such notice is given, 
notify the commissioner in writing of his request for a 
hearing on such refusal, the commissioner shall, within 
a reasonable time after receipt of such notice, grant such 
hearing, and he may, in his discretion, reinstate such 
license. 


(3) Any such renewal license of an insurance agent 
may be issued upon the application of the society named 
in the existing license. Such application shall be in the 


form or forms prescribed by the commissioner and shall § 


contain such information as he may require. The appli- 
eation shall contain a certificate executed by the presi- 
dent, or by a vice president, a secretary, an assistant 
secretary, or corresponding officer by whatever name 
known, or by an employee expressly designated and au- 
thorized to exeeute such certificate of a domestic or for- 
eign society or by the United States manager of an alien 
society, stating that the addresses therein given of the 
agents of such society for whom renewal licenses are re- 
quested therein have been verified in each instance im- 
mediately preceding the preparation of the application. 
Notwithstanding the filing of such application, the com- 
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missioner may, after reasonable notice to any such so- 


ciety, require that any or all agents of such society to be 
named as licensees in renewal licenses shall execute and 
file separate applications for the renewal of such licenses, 
as hereinbefore specified, and he may also require that 
each such application shall be accompanied by the certi- 
ficate specified in section 639 (2) (b). 


Section 661. Notice of termination of agent appoint- 
ment. livery society shall, upon the termination of the 
appointment of any insurance agent licensed to represent 
it in this state, forthwith file with the commissioner a 
statement, in such form as he may prescribe, of the facts 
relative to such termination and the cause thereof. Every 
statement made pursuant to this section shall be deemed 
a privileged communication, 


Section 662. Suspension, revocation of agents license. 
(1) The commissioner may reyoke, or may suspend for 
such period as he may determine, any insurance agent’s 
license if, after notice and hearing as specified in section 
660 (2), he determines that the licensee has: 


(a} Violated any provision of, or any obligation im- 
posed by, this chapter, or has violated any law in the 
course of his dealings as agent: 


(b) Made a material misstatement in the application 
for such license ; 


{ec) Been guilty of fraudulent or dishonest practices ; 


(d) Demonstrated his incompetency or untrustworthi- 
ness to act as an insurance agent; or 


(e) Been guilty of rebating as defined by the laws 
of this state applicable to life insurers. 


{2} The revoeation or suspension of any agent’s li- 
cense shall terminate forthwith the license of such agent. 
No individual whose license has been revoked shall be 
entitled to obtain any insurance agent’s license under the 
provisions of this chapter for a period of one year after 
such revocation or, if such revocation be judicially re- 
viewed, for one year after the final determination thereof 


affirming the action of the commissioner in revoking 
such license. 
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Section 663. Misrepresentation. No person shall cause 
or permit to be made, issued or circulated in any form: 


{1) Any misrepresentation or false or misleading 
statement concerning the terms, benefits or advantages 
of any fraternal insurance contract now issued or to be 
issued in this state, or the financial condition of any 
society ; 


(2} Any false or misleading estimate or statement 
concerning the dividends or shares of surplus paid or to 
be paid by any society on any insurance contract; or 


(3) Any ineomplete comparison of an insurance con- 
traet of one society with an insurance contract of another 
society or insurer for the purpose of inducing the lapse, 
forfeiture or surrender of any insurance contract. A 
comparison of insurance contracts is incomplete if it does 
not compare in detail: 


(a} The gross rates, and the gross rates less any divi- 
dend or other reduction allowed at the date of the com- 
parison; and 


{b) Any inerease in cash values, and all the benefits 
provided by each contract for the possible duration 
thereof as determimed by the life expectancy of the in- 
sured; or if it omits from consideration: 


(c} Any benefit or value provided in the contract; 


{d} Any differences as to amount or period of rates; 
or 


(e} Any differenees in limitations or conditions or 
provisions which directly or indirectly affect the bene- 
fits. 


In any determination of the incompleteness or misiead- 
ing character of any comparison or statement, it shall 
be presumed that the insured had no knowledge of any 
of the contents of the contraet involved. 


(4) <Any persou who violates any provision of this 
section or knowingly receives any compensation or com- 
mission by or in consequence of such violation, shall upon 
conviction be punished by a fine not less than one hun- 


dred dollars ($100) nor more than one thousand dollars. 


(£1,000) or by imprisonment in the county jail not less 
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than thirty (30) days nor more than ninety (90) days, 
or both fine and imprisonment and shall in addition, be 
liable for a civil penalty in the amount of three {3} times 
the sum received by such violator as compensation or 
commission, which penalty may be sued for and recovered 
by any person or society aggrieved for his or its own 
use and benefit in accordance with the provisions of civil 
practice. 


Section 664. Discrimination and rebates. (1) No so- 
elety doing business in this state shall make or permit 
any unfair discrimination between insured members of 
the same class and equal expectation of life in the pre- 
miums charged for certificates of insurance, in the divi- 
dends or other benefits payable thereon or in any other 
of the terms and conditions of the contracts it makes. 


(2) No society, by itself, or any other party, and no 
agent or solicitor, personally, or by any other party, 
shall offer, promise, allow, give, set off, or pay, directly 
or indirectly, any valuable consideration or inducement 
to, or for insurance, on any risk authorized to be taken 
by such society, which is not specified in the certificate. 
No member shall receive or accept, directly or indirectly, 
any rebate of premium, or part thereof, or agent’s or 
solicitor’s commission thereon, payable on any certificate 
or receive or accept any favor or advantage or share in 
the dividends or other benefits to accrue on, or any 
yaluable cousideration or inducement uot specified in 
the contract of insurance. 


Section 665. Service of process. (1) Every society 
authorized to do business in this state shall appoint in 
writing the commissioner and each successor in office 
to be its true and lawful attorney upon whom all lawful 
process in any action or proceeding against it shall be 
served, and shall agree in such writing that any lawful 
process against it which is served on said attorney shall 
be of the same legal force and validity as if served upon 
the soeiety, and that the authority shall continue in 
foree so long as any liability remains outstanding in this 
state. Copies of such appointment, certified by the com- 
missioner, shall be deemed sufficient evidence thereof 
and shall be admitted in evidence with the same force 
and effect as the ortginal thereof might be admitted. 
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Procedure for (2) Service shall only be made upon the commis- 

ee eee sioner, or if absent, upon the person im charge of his 
office. It shall be made in duplieate and shall constitute 
sufficient service upon the society. When legal process 
acainst a society is served upon the commissioner, he 
shall forthwith forward one of the duplicate copies by 
registered mail, prepaid, directed to the secretary or cor- 
responding officer. No such service shall require a S0- 
ciety to file its answer, pleading or defense in less than 
thirty (80) days from the date of mailing the copy of 
the service to a society. Legal process shall not be 
served upon a society except in the manner herein pro- 
ded. At the time of serving any process upon the eom- 
missioner, the plaintiff or complainant in the action shall 
pay to the commissioner a fee of two dollars ($2). 


Domestic societies Section 666. Consolidations and mergers. (1) A do- 
may consolidate 


merge mestic society may consolidate or merge with any other 
or < 


society by complying with the provisions of this section. 


Procedure. Tt shall file with the commissioner : 

Copy of contract. (a) <A certified copy of the written contract contain- 
ing in full the terms and conditions of the consolidation 
or merger; 

Financial (b) A sworn statement by the president and seere- 

Sony tary or corresponding officers of each society showimg 
the financial condition thereof on a date fixed by the 
commissioner but not earher than December 31, next 
preceding the date of the contract ; 

Certificate of (ec) <A certificate of such officers, duly verified by 


aprerning, body. their respective oaths, that the consolidation or merger 
has been approved by a two-thirds vote of the supreme 


: ‘ Sead f Rec 
legislative or governing body of each society, a 


(d) Evidence that at least sixty (60) days prior to 
the aetion of the supreme legislative or governing body 
of each society, the text of the contract has been fur- 
nished to all members of each society either by mail or 
by publication in full in the official organ of each 
society. 


Affidayit (2) The affidavit of any officer of the society or of 
cae anvone authorized by it to mail any notice or document, 
stating that such notice or document has been duly ad- 
dressed and mailed, shall be prima facie evidence that 


Evidence of advice 
to members. 
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such notice or document has been furnished the ad- 
clressees. 


(3} If the commissioner finds that the contract is in 
conformity with the provisions of this section, that the 
financial statements are correct and that the consolida- 
tion or merger is just and equitable to the members of 
each society, he shall approve the contract and issue his 
certificate to such effect. Upon such approval, the con- 
tract shall be in full force and effect unless any society 
whieh is a party to the contract is incorporated under 
the laws of any other state. In such event the consolida- 
tion or merger shall not become effective unless and 
until it has been approved as provided by the laws of 
such state and a certificate of such approval filed with 
the commissioner or, if the laws of such state contain 
no such provision, then the consolidation or merger shall 
not become effective unless and until it has been ap- 
preved by the insuranee supervisory official of such 


state and a certificate of such approval filed with the 
conimissioner. 


Seetion 667. Consolidations and mergers -— Effect. 
Upon the consolidation or merger becoming effective as 
provided in section 666, all the rights, franchises and 
interests of the consolidated or merged societies in and 
to every species of property, real, personal or mixed, 
and things in action thereunto belonging shall be vested 
in the society resulting from or remaining after the con- 
solidation or merger without any other instrument; ex- 
cept that conveyances of real property may be evidenced 
by proper deeds, and the title to any real estate or in- 
terest therein, vested under the laws of this state in any 
of the societies consolidated or merged, shall not revert 
or be in any way impaired by reason of the consolida- 
tion or merger, but shall vest absolutely im the society 


resulting from or remaining after such consolidation or 
merger. 


Seetion 668. Conversion into mutual life insurer. Any 
domestic fraternal benefit society may be converted and 
Heensed as a mutual life insurer by compliance with the 
applicable requirements of chapter 22 of this code, if 
such plan of conversion has been approved by the com- 
missioner. Such plan shall be prepared in writing setting 
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forth in full the terms and conditions thereof. The board 
of direetors shall submit the plan to the supreme legisla- 
tive or governing body of such society at any regular or 
special meeting thereof, by giving a full, true and com- 
plete copy of the plan with the notice of such meeting. 
The notice shall be given as provided in the laws of the 
society for the convocation of a regular or special meet- 
ing of such body, as the case may be. The affirmative 
vote of two-thirds of all members of such body shall be 
necessary for the approval of the agreement. No such 
conversion shall take effect unless and until approved 
by the commissioner, who may give such approval if he 
finds that the proposed change is in conformity with the 
requirements of law and not prejudicial to the certificate 
holders of the society. 


Section 669. Injunction — Liquidation — Receiver- 
ship of domestic society. (1) When the commissioner 
upon investigation finds that a domestic society: 


(a) 


(b) Has failed to comply with any provision of this 
chapter ; 


(@) 


(d) Has a membership of less than four hundred : 
(400) after an existence of one year or more; or 


{e) Js conducting business fraudulently or in a man 
ner hazardous to its members, creditors, the public o 
the business; he shall notify the society of his findings 
state in writing the reasons for his dissatisfaction, an 
require the society to show cause on a date named why 
it should not be enjoined from ecarrving on any busi 
ness until the violation complained of shall have bee 
corrected, or why an action in quo warranto should no 
be commenced against the society. 


Has exceeded its powers; 


1s not fulfilling its contracts in good faith; 


(2) I£ on such date the society does not present goo 
and sufficient reasons why it should not be so enjoine 
or why such action should not be commenced, the com 
missioner may present the facts relating thereto to th 
attorney general who shall, if he deems the circum 
stances warrant, commence an action to enjoin the so 
ciety from transacting business or in quo warranto. Th 


—1102— 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY 


court shall thereupon notify the officers of the society 
of a hearing. If after a full hearing it appears that the 
society should be so enjoined or liquidated or a receiver 
appointed, the court shall enter the necessary order. 


(3) No society so enjoined shal? have the authority 
to do business until: 


(a) The commissioner finds that the yiolation com- 
plained of has been corrected; 


(b) The costs of such action have been paid by the 
society if the court finds that the society was in default 
as charged; 


(e) 


(d) The commissioner has reinstated the society’s 
license. 


(4) If the court orders the society liquidated, it shall 
be enjoined from carrying on any further business, 
whereupon the receiver of the society shall proceed at 
once to take possession of the books, papers, money and 
other assets of the society and, under the direction of 
the court, proceed forthwith to close the affairs of the 


society and to distribute its funds to those entitled 
thereto. , 


The court has dissolved its injunction; and 


(5) No action under this section shall be recognized 
in any court of this state unless brought by the attorney 
general upon request of the commissioner. Whenever a 
receiver is to be appointed for a domestic society, the 


_ court shall appoint the commissioner as such receiver. 


(6) The provisions of this section relating to hearing 
by the commissioner, action by the attorney general at 
the request of the commissioner, hearing by the court, 


injunction and receivership shall be applicable to a so- 


; clety which voluntarily determines to discontinue busi- 
- ness. 


Section 670. Injunction. No application or petition 


for injunction against any domestic, foreign or alien 
society, or branch thereof, shall be recognized in any 


court of this state unless made by the attorney general 


upon request of the commissioner. 


Section 671. Review. All decisions and findings of 
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1704 through 40.1729. section 40-1726: seeti 

; - 3 Seetio - 
nets ie Sections 40-1901 through age. ae 
eae 1 through 40-2012: sections 40-2101 through 
ain He pan aoe: through 40-2212; sections 40- 
Se one Sections 40-2401 through 40-2419. 
Sa fe as amended by seetion 1, chapter 108. 
Se? F ontana, 1955; sections 40-2414 through 40- 
ae see Sections 40-2501 through 40-2513 Reve d 
of Alontana, 1947, and all acts and pa t ; 
wn confiiet herewith are hereby repealed. pane ater 


Approved March 18, 1959. 


the commissioner made under the provisions of this CHAPTER 286 


chapter shall be subject to review by the court in aec- 
cordance with the provisions of section 44 of this code. 

Schedule of other Section 672. Other provisions applicable. In addition 

applicable a ‘ 

provisions. to the provisions contained in this chapter, other chapters 
and provisions of this eode shall apply to fraternal bene- 
fit societies, to the extent applicable and not in conflict 
with the express provisions of this chapter and the reason- 
able implications thereof, as follows: 


(1) Chapter 1 (seope of code). 


(2) Chapter 2 (the commissioner of insurance), with 
the exception of section 45 (fees and licenses}. 


(3} The following sections of chapter 3 (authoriza- 
tion of insurers and general requirements) : 


{a} Section 50 {name of insurer). 
(b} Section 55 (management and affiliations). 


(4) Section 176 (representing or aiding unauthorized 3 
insurer prohibited). 


(5) Chapter 10 (trade practices and frauds). 
(6) Section 288 (minor may give acquittance). 


(7) Section 440 (prohibited pecuniary interest of of- 
fieials). 


(8) Section 467 (extinguishment of unused corporate 
charters). 


(9) Chapter 26 (rehabilitations and liquidations}. 


Section 673. That section 25-101; sections 40-101 
through 40-103; sections 40-201 through 40-218; sections 
40-301 through 40-323; sections 40-401 through 40-415; 
sections 40-501 through 40-517; sections 40-601 through 
40-609; sections 40-701 through 40-706; section 40-801; 
sections 40-901 through 40-905; sections 40-1001 through 
40-1005; sections 40-1101 through 40-1118; section 40- 
1204; section 40-1301; section 40-1302 as amended b 
section 1, chapter 74, Laws of Montana, 1957; sections 
40-1303 through 40-1333; sections 40-1401 through 402 
1441; sections 40-1501 through 40-1517; sections 40-1601. 
through 40-1625; sections 40-1701, 40-1702; sections 40: 
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